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FOREWORD 


No one in the United States has greeted the Franco deal with enthusiasm, 
Even those who favored it felt that it was the least of many evils, and the 
American public seems to have a sense of guilt. While there is little doubt 
that the United States has lost moral prestige in the world, many explanations 
have been offered for this development, The present preponderance of the 
Pentagon in the formulating of American foreign policy makes the alliance with 
Franco appear to some as a purely strategic move, It seems probable that the 
Pentagon is making terms with Franco out of spite against France, which has 
steadily refused to give the United States all the virtually sovereign rights 
which this country has deen demanding for its bases in North Africa. Some 
highly qualified observers have asserted that the Truman administration is 
angling for Catholic votes, just as in rushing to recognize Israel it was 
undoubtedly thinking primarily of the Jewish vote in this country, Certain it 
is that there have been very few changes in the internal structure of Spain, 
whatever may have been promised, The monarchy seems as far away as ever, since 
Don Juan will have nothing to do with Franco, 


It was no surprise that the official candidate, General Craveiro Lopes, 
won the Portuguese elections, It was significant, in view of the situation in 
Spain, that the monarchist supporters of Dom Duarte Nuno for the first time 
failed to declare openly their support of Salazar's Uniao Nacional, 


In Mexico, the presidential question has begun to monopolize politics. 
The proposal that the term of Miguel Alem4n be extended is full of dynamite, 
Women are playing an increasingly important part in Latin American politics, 
whether in a positive way like Evita Perén, or in a negative way when it is 
suggested that the American wives of Ram6n Beteta and Adolfo Orive Alba are a 


political handicap in the presidential race, Meanwhile, behind the political 
turmoil, Mexico continues to develop, Perhaps the most striking field in which 
progress has been achieved is cotton; Mexico will produce this year a million 


and a quarter bales. 


A personnel change at the National Orphanage in Guatemala has served as a 
pretext for violent strife between Catholic and anti-Catholic groups, The gov- 
ernment asserts that this dispute was artificially stimulated, and charges and 
countercharges regarding Communism continue to rend the air, It is still 
impossible to get authoritative reports on the validity of these accusations, 
Since competent observers disagree sharply. Following the Mexico City meeting 
of the United Nations Economic Commission for Latin America, Rafil Prebisch is 
attempting to bring about some kind of a trade union between the Central 
American countries, Such a union would really be of secondary importance in 
the economies of the five countries, since they are largely competitive. El 
Salvador seems to be the Central American country most likely to develop a 
liberating pattern of trade treaties with its neighbors, Honduras is planning 
to develop the port of Puerto Cortés, Somoza's Nicaragua has had some semblance 
of free speech, but it was quietly reduced when the official National Liberal 
party purchased the newspaper La Estrella de Nicaragua, the organ of the Cuadra 
Pasos faction of the Conservative party which has been outspoken in its criti- 
cism of Somoza, Costa Rica is attempting to increase its food production, since 
this agricultural country is surprisingly not self-sufficient in food, The new 
government of Panama is becoming unpopular on account of the high cost of living. 


The body of José Mart{ has been moved to a new mausoleum in Santiago de 
Cuba, It will undoubtedly be some time before Cubans can see Mart{ in historical 
perspective and judge him critically, The hero-worship which anything connected 








~~ 









with Mart{ arouses is typical of a young nation, [Even more characteristic of 
political immaturity; has been the behavior of Eddy Chib4s, 






Haiti seems to have made an entente cordiale with the Dominican Republic 
under the pretext of fighting Communism, Whether this peace represents a 
sincere desire to reduce the tensions in the Caribbean, or whether it means 
that there is an ideological sympathy between the two governments of Hispaniola 
is hard to determine. However that may be, the replacement of Rafael Leonidas 
Trujillo by Héctor B, Trujillo means virtually nothing. 












In Puerto Rico, the incident involving Father Santiago Arce shows clearly 
that the Nationalist movement is not of Communistic but of Falangist character, 
It is tragic rather than funny that birth-control should have become a kind of 
shibboleth to distinguish between the followers of the Hispanic and the U.S, 
ideology. Meanwhile, the population of Puerto Rico continues to grow, 












The Venezuelan junta has run afoul of the United Nations. More precisely, 
it has sharply denounced the International Labor Office for its recent report 
on conditions in Venezvela. The Colombian National Liberal Convention, which 
closed on June 23, stimulated an exchange of virulent charges between Conserva- 
tives and Liberals, The guerrilla fighter Eliseo Vel4zquez is becoming almosta 
symbol of the struggle. Meanwhile thousands are dying in insignificant little 
battles, For decades Colombia has appeared as a land of peace, but it appears 
that the country is now returning to the condition it was in at the turn of the 
century, when hundreds of thousands lost their lives in political strife, 













The old boundary dispute between Ecuador and Peru is again threatening to 
break out, altnough there is very little left to argue about, Peruvian sources 
claim that President Galo Plaza of Ecuador is stirring up this trouble in order 
to distract attention from his country's internal woes. The Ecuadorians say 
that the Peruvians are adopting an aggressive attitude. Meanwhile, Peru is 
concentrating much of its economic efforts on increasing its. food supply, but 
it hopes to develop the Pasto Bueno mine, potentially the richest tungsten mine 
in the world, 










The insistence of the R.F,C. on lowering the price at which it will buy 
Bolivian tin is providing Paz Estenssoro with an easy talking point against the 
United States and against the junta which prevented him from seizing power, 

He thinks that his chances of returning to Bolivia as president have been 
greatly enhanced by recent developments, 













Carlos Ib4nez del Campo is gaining strength in Chile, and while he prom 
ises to follow Peronista policies, he makes it clear that he will not reject 
. Communist support, Communists who remember what happened to them after their 
Support of Gonz&lez Videla may show caution. 


In Argentina, Perén continues to thrive on the nationalistic xenophobia 
of the people, while Evita seems to be advancing steadily toward the vice- 
presidency despite widespread accusations that she has pilfered government funds. 
Experience with dictators such as Porfirio Diaz led to the insertion into Latin 
American constitutions of non-reelection clauses. It would be tragicomic if 
the experience with Per6én led to the adoption of constitutional clauses to the 
effect that no man could make his wife vice-president. Why the New World is 
regarded as a home of political enlightenment in these circumstances is a little 
puzzling, 
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Paraguay is struggling desperately with desperate problems, The recently 


published report of the joint commission of the World Bank and of the U.N, Food 
and Agriculture Organization promises a good future for Uruguay. 


While the Brazilian government seems eager to cooperate with the United 
States in international affairs, the Brazilian public is clearly hostile to any 
direct participation in the Korean affair and is making a virtue out of neutral- 
ity and isolationism, Latin America, with its numerous votes in the United 
Nations, has been loudly demanding a voice in the conduct of international 
affairs, but in a crisis the whole continent can scarcely be trusted to supply 


more than a few raw materials, 
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MISSION TO URUGUAY 


By Karl Brandt, Economist 
Food Research Institute, Stanford University 


On July 25 the Uruguayan Ambassador to the United States, Dr. J. Antonio 
Mora Otero, received, for transmittal to the President of Uruguay, from Dr, 
Eugene Black, President of the International Bank for Reconstruction and Devel-= 
opment and Gove Hambidge, in charge of the North American Regional Office of 
the Food and Agriculture Organization of the United Nations, the Report of a 
joint Mission to Uruguay which the two international agencies had sent to that 
country in October 1950. The ceremony, held in the Uruguayan Embassy in 
Washington, D.C., was also attended by Nilo R, Berchesi, formerly Uruguay's 
Minister of Finance, and Dr. F.F, Elliott, Associate Chief of the Bureau of 
Agricultural Economics, U.S, Department of Agriculture, and Deputy Chief of 


this Mission, 


Thus concluded the work of one of the technical assistance missions to 
South American countries which the International Bank or the FAO (or, as in 
this case, both jointly), has sent into that part of the world during the last 


few years. 


After conferences between Minister of Finance Berchesi and Dr. Bugene 
Black early in 1950, the Bank sent to Uruguay a preliminary reconnaissance team, 
consisting of an economist, a fodder=plant specialist, and a forestry specialist 
to check on the feasibility of the work of a fullfledged technical-aid mission, 


After a brief stay in Uruguay, this team prepared its preliminary survey, and 
when it had been examined, the government of Uruguay, the Bank, and the FAO 
reached agreement on the assignment of a mission composed of seven specialists, 
a consultant, and an administrative assistant, to work under the leadership of 


a chief and a deputy chief, 


Sir Maurice Hutton, former chief of the British Food Mission in the United 
States, and at present Director of Glaxo Laboratories in England, became Chief 
of the Mission, while Dr, F.F. Elliott, Associate Chief of the Bureau of 
Agricultural Economics, U.S, Department of Agriculture, served as Deputy Chief, 
The areas of technical expert knowledge were represented as follows: Agricul 
tural Marketing and Prices by Dr. Karl Brandt, Economist, Food Research 
Institute, Stanford University; Agricultural Extension by Dr, A.H, Maunder, 
Acting Chief, Agricultural Institutions and Services, Branch, FAO; Animal 
Husbandry and Dairying by Dr. C.P. McMeekan, Superintendent, Ruakura Experi« 
mental Station, New Zealand; Soils and Crops by Dr. W.H, Pierre, Head, Depart—- 
ment of Agronomy, Iowa State College; Pasture and Range Management by Dr. David 
Savage, Superintendent of the Southern Great Plains Field Station, U.S. Depart- 
ment of Agriculture; Agricultural Engineering by Dr. L.G, Schoenleber, 
Agricultural Engineer of the Bureau of Plant Industry, Soils, and Agricultural 
Engineering, U.S, Department of Agriculture; and Forestry by Dr. H.G, Winkelmann, 
Director of the Swiss Forest Economy Association. 


Dr. O.S. Aamodt, Principal Agronomist of the Bureau of Plant Industry, 
Soils, and Agricultural Engineering, and an international authority on alfalfa 
and fodder plants, served as Consultant to the Mission, 
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The instruction according to which the Mission organized its work was: 


"To undertake a survey of the agricultural problems and require- 
ments of Uruguay, with a view to making recommendations as to how 
agricultural and pastoral production can be stimulated and further 
improved, costs of production reduced, and marketing methods improved... 
It is contemplated that the recommendations would outline a broad 
program of agricultural development that would be realistic and 
practical, Any recommendations for investment would take into con- 
sideration the capacities of the Uruguayan economy and would include 
indications, to the extent possible, of priorities. 


"The purpose of the Mission would be to provide sufficiently 
specific recommendations so that the Government of Uruguay could 
appraise alternative agricultural policies, undertake actions, 
proceed with more detailed studies, or arrange for such further, 
more specific, technical assistance as may be required to carry 
out the recommendations of the Mission, It would not be contem- 
plated that projects or problems would be covered in complete 
detail to the point of final analysis of all matters of specific 
engineering considerations, exact locations of projects or actual 
installations." 


After a brief conference in Washington, D.C., the Mission left for 
Montevideo on October 14, 1950, and returned to Washington on December 13, 
traveling both ways by air. The Uruguayan government had set up in advance a 
special interdepartmental commission in which agricultural research, the trade, 
and agricultural industries were also represented, and whose task it was to 
assist the international Mission in its work by providing the desired informa- 
tion and by complying with its requests for special statistical analysis. For 
a week the Mission conferred with this commission and with officials of govern- 
ment departments, of the Banco de la Repfiblica, and other institutions. Then, 
with the assistance of the Ministry of Agriculture, a general survey trip was 
arranged, transportation being by army airplane and motor cars, This trip 
took the Mission into the eastern, central, and northern parts of Uruguay up 
to the Brazilian border and from there to the Uruguay River and through the 
Littoral south, and finally back to Montevideo, Thereafter the Mission broke 
up into smaller parties for an intensive investigation of all special areas of 
interest. Most of the specialists traveled throughout the country to talk with 
ranchers and farmers, veterinarians and men in the commodity trades and indus-— 
tries, ascertaining the practices and the available reserves for technological 
improvement, 


The three economists, the Chief, Deputy Chief, and the Specialist in 
Marketing and Prices, spent several weeks working with economists, bankers, 
industrialists, estancieros, and others in Mintevideo, but later also undertook 
a number of trips to check into certain features of the country’s intricately 


planned economy and its performance. 


The final two weeks were devoted to conferences among members of the entire 
Mission, and ultimately conferences with the commission, 


During all phases of its work, the Mission enjoyed most splendid co- 
operation from all Uruguayans--government officials and private individuals 
alike, All of them spared no effort to contribute to the work. 
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After returning to Washington, the Mission held a five-day conference for 
further integration of the various observations and findings and then disbanded, 
and all members wrote individual draft reports, By February the work of merg- 
ing all the individual reports into a uniform recommendation began, with the 
Specialist in Marketing and Prices acting as editor, assisted by personnel in 
the International Bank, The unified draft was returned to the various special- 
lists, the Chief, and the Deputy Chief for revision and acceptance, The 
Mission reconvened in Washington on March 5 to hold thorough discussions of 
the report in detail, and the sessions carried forward through March 14. 
Representatives of the Bank and the FAO participated in these discussions, The 
Report was revised again, but polishing, shifting of emphasis, and final 
editorial work continued for three months, in the course of which the Report 
was revised three times, The principal editorial work during the latter phases 
of the Report's preparation was done by the Deputy Chief of the Mission and by 
the Technical Assistance Officer of the International Bank, Ultimately, after 
having been unanimously approved by each member of the Mission and submitted 
to the International Bank and the FAO, the Report was translated into Spanish 


and transmitted to the government of Uruguay, 


The Mission's Report is probably unique for its deliberately organized 
teamwork aimed at an integrated policy for the development of agriculture, and 
for its determined avoidance of 2 monographic description of Uruguay's geography 
and economy and of encroachment upon the political and economic prerogatives 
of the Uruguayan government and its people, The Report confines itself 
strictly to a series of specific recommendations which together are designed 
to constitute a coherent program for the further development and utilization of 
Uruguay's agricultural resources. The Mission stated that it believes the 


systematic introduction of the practices and improvements it recommends should, 
within less than ten years, make it possible to double the output of beef and 
hides, greatly increase the output of wool, establish the production of fat 
lambs on an economic basis, increase the output of milk and dairy products at a 
substantially reduced unit cost of production, contime the export of vegetable 
oils, oilseeds, and rice—given favorable external market conditions—~and 


maintain or achieve self~sufficiency in wheat, potatoes, and sugar, 


In detail the miltitude of recommendations concerned four major lines of 
effort: (1) the control of animal diseases which at present are probably the 
most important factor limiting the full utilization of existing livestock 
resources; (2) the improvement of grazing and arable land resources by intro- 
ducing high-yielding legumes, and creating feed reserves, better rotations, and 
more effective control of plant diseases and pests; (3) the improvement of 
seg transportation, storage, and marketing of agricultural commodities; 
and (4) the reorganization of the research, advisory, and other technical 
services for agriculture. 


One of the first results of the Mission was the dispatching of two large 
study commissions composed of Uruguayan officials and experts, one to New 
Zealand and the other to Australia. On their way home, these commissions spent 
a considerable time in the United States studying conditions here with the aid 
of some of the members of the Mission, These on-the-spot observations by 
Uruguayan experts in three different countries, particularly on sheep and cattle 
husbandry, advanced pastoral techniques, the handling and marketing of wool, 
meat, and other products, and the use of special machinery and pesticides, will 
be particularly useful in the critical evaluation of the Mission's Report by the 
government officials, the leaders of the farming commnity, and the political 
leaders in the parliament, 
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The Mission made no recommendations involving the financing of any 
measures by the International Bank, In fact, the Mission was of the opinion 
that most of what was recommended can be accomplished out of Uruguay's own 
financial resources, The report avoided passing judgment on the very intri- 
cately planned economy with its foreign exchange control, differential exchange 
rates, price-fixing, fixing of salaries and wages, payments of subsidies to 
agriculture and to industry, and freedom from income tax, However, it critic- 
ally reviewed the subsidies to agriculture, pointing out that they fail to 
give farmers an incentive to lower costs of production and adopt improved 
practices, The Mission found that the most difficult part of its assignment 
was to fit recommendations for well tested, advanced technology into the tight 
economic limits of low prices for agricultural export products and high prices 
for imported farm machinery, fertilizer, serums, and pesticides—a disparity 
which narrows the permissible input of capital per unit of land, Nevertheless, 
as previously cited, the Mission found an astounding leeway for continued 
improvement of the national income from agriculture in spite of the remarkable 


progress attained in the past, 


THE IBERIAN PENINSULA 
SPAIN 


World interest was centered on an unexpected series of meetings that 
began in Madrid on July 16. The meetings consisted of long conversations 
between Spanish Chief of State Generalissimo Francisco Franco, and the U.S, 
Chief of Naval Operations, Admiral Forrest Sherman, They were officially 
described as being preliminary to an American-Spanish military agreement, 


The Franco=Sherman talks involved large-scale American economic and mili- 
tary aid to Spain in return for Spanish military collaboration with the United 
States, American-Spanish agreements will be on an independent basis, it was 
announced, and will not bring Spain into the Atlantic Pact, although the 
arrangement has been interpreted by enemies of any sort of dealings with Spain 
as a means of circumventing the Atlantic Pact, President Truman and Secretary 
of State Acheson described the change in American policy toward Spain as having 
been occasioned by the march of world events, and as having been dictated 
Solely by America's military necessity. However, some observers said that 
Truman*s move was calculated primarily to gain the Catholic vote in the next 
elections, just as his Palestine policy was undoubtedly aimed at the Jewish 


bloe in the United States, 


Following his meetings with Franco, Admiral Sherman went to Paris and 
London for routine conversations in connection with the Atlantic Pact, His next 
Stop was Naples, Italy, where, in keeping with the dramatic nature of his latest 


activity as an American military figure, he died suddenly of a heart attack on 
July 23, It was later announced both in Washington and Madrid that the Admiral's 


death would not obstruct conclusion of an agreement between the U.S, and Spain, 
and that an American military mission would proceed to Madrid in August to 
negotiate specific details of a military pact, 


Shortly after his conversations with Admiral Sherman, Generalissimo Franco 
effected a sweeping shake-up in his cabinet, Only four old faces remained in 
the Spanish cabinet, which had been unchanged since 1946, A new cabinet of 
Supposedly monarchist tendency was formed, for the avowed purpose of "restoring 
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the Spanish monarchy."' A notable removal was that of Juan Antonio Suances, 
Franco's long-time Minister of Industry and Commerce, and one of the most 

controversial figures in Spain, The new cabinet was composed of eleven mon- 
archists, four Falangists, and one moderate leftist, 


The conflicting schools of world thought, of course, reacted immediately 
to the American discussions with Spain, A chorus of protest and condemnation 
arose from liberal and Socialist elements throughout the world. The govern- 
ments of Great Britain and France expressed shock and resentment over the 
prospect of American assistance to Spain; it was claimed that such would be a 
great blow to world liberalism and would profoundly weaken the Atlantic Pact, 
Angered over the Anglo-French attitude, the Spanish Government delivered a 
strong protest to London and Paris on July 28, It was stated in this protest 
that England and France would have to bear the responsibility for any further 
deterioration in relations between themselves and the Spanish people, Secre- 
tary of State Dean Acheson also assured Great Britain and France that they 
would not be neglected as a consequence of American understandings with Spain, 


Unusually bitter controversy within Great Britain was provoked by the 
latest turn in Spanish events, Since Socialist resentment of the Franco govern- 
ment is based partially on the fact that it is an authoritarian government 
which came to power as a result of civil war, opposition members hurled charges 
on the floor of the House of Commons that an entirely fresh brand of logic is 
used in reference to Red China, The comparison is called entirely fallacious 
by supporters of the government, who say that Great Britain never did more 

than recognize the Chinese Communist government, and later cut off most private 
trade at the "request" of the United States, This, they aver, is quite 
different from defying the unanimous opinion of a continent, indeed of a large 
section of the world. Socialist part; spokesmen were also forced to defend the 
seeming incongruity in their attitude toward Franco Spain and the Communist 
Yugoslavia of Marshal Tito. They pointed out that a vast difference in char- 
acter exists between Franco and Tito, based chiefly on the fact that Tito was a 
military ally of America and Great Britain in World War II while Franco was, at 
best, a fence-straddler., Conservative and other members of Parliament promptly 
countered by recalling that Tito was an active and open ally of Hitler's 
legions when they smashed through "capitalist" Yugoslavia in 1940, that he 
turned against the Nazis only after they had fallen out with Stalin, and that 
Tito had further distinguished nimself by shooting down unarmed American flyers 
in 1946 precisely when American food and money were saving his people from 
famine, They also brought up the story, of embarrassing memory to the left- 
wing branch of the Socialist party, that Tito and Clement Atlee have a certain 
thing in common: they were both in Republican Spain in 1937, This charge is 
untrue with respect to Atlee, according to his defenders, And so the battle 
rages on, 


It was widely rumored that Don Juan, pretender to the Spanish throne, had 
dispatched a strongly worded letter to Franco in the middle of July. In it, 
he assertedly demanded that Franco make further reforms in his government, 
restore the monarchy at once, and reestablish all personal liberties for 
Spaniards as the only way to stave off further crises in Spain. Although 
emphasizing that he was not hostile to the general principles for which Franco 
stood (he reminded Franco that he had twice offered his services as a volunteer 
in the Spanish Civil War), Don Juan presumably would demand the resignation of 
Franco and would not consider allowing his 13-year-old son, Juan Carlos, to 
rule under the regency of Franco, 
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In spite of the opposition and complaints from many quarters, it is now 
clear that Spain is to become in some degree an ally of the United States, 
Exploratory negotiations indicate a limited alliance at this time, with the 
U.S. providing small credits and loans and some naval and air equipment in 
exchange for the right to use selected sea and air bases, The naval bases in 
question are those of El Ferrol, Cadiz, Cartagena, Palma de Mallorca and Santa 
Cruz in the Canary Islands; the air bases include those of Lugo, Seville, 
Madrid, Valencia and Barcelona, 


Geography is Spain*s greatest asset as an ally. The first advantage to 
be gained by the U.S. from the contemplated agreement is denial of this 
strategic area to the enemy. In nostile hands, Spain would present a grave 
naval and air threat to U.S, allies in europe, Tactical aviation from pro- 
tected bases in Spain could strike strong blows at allied shipping headed for 
the big French ports on the Bay of Biscay, while submarines could operate 
from the deep inlets cut into the Galician coast, Combined air and naval 
action in the Mediterranean might bottle up that sea and cut the allies off 
from vital Middle East oil. Improvement by the enemy of Spain's underdeveloped 
airfields would permit long-range strategic bombing of most North Atlantic 
Treaty Organization (N,A,T.O.) countries, Furthermore, no other country on 
the continent is closer to the U.S. by air and sea than Spain, 


In friendly hands, however, Spain affords opportunities for both defen- 
Sive action, Occupying a vital position on Europe's southwest flank, Spain 
also dominates the western entrance to the Mediterranean, The suspicion that 
the U.S, may consider the Pyrenees as the best place from which to defend 
Rurope has produced no little uneasiness among our allies north of that 
mountain barrier. Responsible spokesmen, including Secretary of State Dean 
Acheson, have sought to allay such fears, From a purely military point of 
view as well, it is safe to say that no "grand retreat to the Pyrenees" is 
contemplated; nevertheless, the early preparation of a good "switch position" 
to be occupied in the event of collapse of primary defenses is merely sound 
strategy. To make this line tenable, the U.S. mst first pour considerable 
economic aid into Spain for improvement of roads and other communications as 
well as for modernization of Spain's army (at least 325,000, the largest 
stationed in Western Europe). Generally acknowledged to be poorly equipped and 
poorly trained by modern standards, Spain's army with its numerous reserves 
does offer a large supply of manpower. How hard Spaniards would fight under 
Franco, inside or outside Spain, is an open question, The intangibles of 
military and civilian morale are certainly no less important than advantages 
of position or terrain, Air and naval superiority, especially critical in a 
peninsular campaign, is to be made possible through the preparation of existing 
bases in accordance with the agreement now under negotiation. Costly moderni- 
zation of the weak Spanish air Force, like that of the army and navy, is not 
within the scope of the proposed limited alliance, although the U.S. has 
announced that it will train some key Spanish personnel in its service schools, 
N.A.T.O, nations retain priorities on U.S. arms in any event, 


Somewhat less apparent but nevertheless crucial is Spain's possible role 
in allied offensive action, Most experts now consider it uneconomical to 
prepare long-range strategic bombing bases in Spain, since installations 
available elsewhere (Scandinavia, Northern Ireland, Turkey and North Africa, 


for example) answer present requirements, There is no substitute, however 5 
for Spain's strategic importance with respect to the Mediterranean, Retention 
of critical allied oil sources in the Middle East may depend on the security 
afforded by Spanish bases. Even more significant, with the Mediterranean as 








a 2 « 


preponderant naval power and a well policed western entrance can make it, the 
allies will be free to strike for the "soft underbelly" of the Soviet Union, 
This ancient strategy, which Spain cculd nelp to fulfill, is now receiving 
careful study by the U.S. on account of the current bogging down of General 
Eisenhower'*s preparations in Burope and the power vacuum left in the Mediter- 
ranean by the decline of British authority and influence in that area, 
"Spain," said U.S, Army Chief of Staff J, Lawton Collins on July 31, "holds 
the key to the defense of Western Burope."' To some observers, this expression 
means nothing, 


Against these mlitary advantages must be weighed the fact that the 
United States has undoubtedly lost international moral prestige by its deal 
with Franco, although it is not clear what other responsible nation is compe- 
tent to judge. Substance has been given to the claims of those fostering the 
suspicion that the United States is primarily concerned with cynical power 
politics. American attempts to ally this country with Franco are said to have 
done as mich harm in Europe as the brief American honeymoon with Per6n did in 
Latin America, Perhaps they will be equally unsuccessful, What is worse is 
that, just as U.S, courting of Per6n undoubtedly stimulated militarism 
throughout Latin America, so the alliance with Franco may pave the way for de 
Gaulle and other military governments in Europe. Should this happen, the pre- 
ponderance of the Pentagon in American foreign policy may appear as a regret- 
table phenomenon even to those who recently were lauding its preparation to 
defend a Europe unable and at times apparently unwilling to defend itself, 


It is erroneous, of course, to believe that only "Socialist" groups in 
Europe oppose the deal with Franco, It has been denounced by such conserva- 
tive papers as La Naci6én of Buenos Aires, 


Contrary to the expectations of some people, Spanish stocks were not 
influenced by news of an impending U.S, pact with Spain, They fluctuated but 
little throughout July. 


In mid-July Spain received another increment, this time of $7,500,000, of 
its loan of $62,500,000 from the Export-Import Bank, The money is specifically 
designated for improvement of the Spanish national railway system, which makes 
up 70% of all railroad lines in Spain, Two-thirds of the amount will be used 
to purchase electric locomotives and other equipment necessary to electrifica- 
tion of railroads, Part of the loan will be used to replace narrow-and broad- 
gauge tracks with standard tracks, especially in productive and congested 
areas where difference in gauges has caused great inconvenience. Another 
$5,700,000 from the Export-Import Bank is scheduled for the purchase of coal 
for the Spanish steel industry, and to "assist Spain in covering her most 
urgent wheat requirements" until the coming harvest, when a bumper crop is 
anticipated, 


July also witnessed the opening of several new industrial plants in the 
town of Aranjuez. They consist of a new electric cable plant, a plant for the 
manufacture of penicillin and one for the production of photographic equip= 
ment, It has also been reported that several new iron and coal mines have 
started operations in Asturias and Galicia, The iron ore purportedly contains 
better than 45% pure iron, 


In 1951, for the first time in years, Spain's wheat harvest is expected 
to meet her minimum annual needs of about four million tons. Olive, sugar- 
beet, and potato crops are also expected to be far above average this year, 
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The increases are due to heavy rains last winter, to intensive irrigation and 
to increased sowing at the start of this year, The government is also trying 
to achieve more efficient grain storage. 









PORTUGAL 






The Portuguese presidential election campaign, in which the official can- 
didate was General Craveiro Lopes, officially opened on July 8 with an 
announcement by the government that freedom of speech and press would be 
assured until the eve of voting on July 22, This liberal gesture was followed 
by various manifestations of limited opposition to the regime, Supporters of 
Dom Duarte Nuno, long-time pretender to the Portuguese throne, issued a state— 
ment telling Monarchists to vote according to their conscience, This was the 
first time since Salazar had been in power that the Monarchists have not urged 
the people to vote for the candidate chosen by Salaza:**s Uniao Nacional. The 
liberal opposition tried to get aging Nobel Prize Winner, Dr. Egas Moniz, to 
enter the fray, but he declined. Two other candidates officially filed their 
names in the race--Professor Rui Luiz Gomes and Admiral Manuel Carlos de 
Quintao Meireles, (Hispanic American Report, Vol, IV, No. 7). 






















Professor Gomes, representing the Movimento Nacional Democr4tico, sup- 
posedly a successor of the Movimento de Unidade Democr4Atica which had backed 
General de Mattos in the last election, was ruled out of the campaign on 

July 13 by the Supreme Court on unspecified grounds that he was politically 
unfit to be President. His reputation as a suspected fellow traveler is 
generally assumed to be the reason for his disqualification, but the court was 
not required to give an explanation, The fact that not long ago he was dis- 
missed from the faculty of the University of Oporto, along with several other 
professors, on charges of “subversive activity against the state," may have 
been influential in the formation of the high tribunal's decision, Article 73 
of the recently revised Portuguese National Constitution prohibits participa- 
tion in elections by candidates who do not offer guarantees of respect and 
fidelity to the fundamental principles of the social and political order set 
forth in the Constitution. His campaign manifesto, issued in June, based on 
the slogans, "Bread, work, liberty, and national independence," and "More 
bread and fewer cannon," though it attacked the basic faults of the regime, 
smacked very much of the latest Cominform line, especially when he called for 
a Portuguese foreign policy which would demand the repudiation of the use of 
atomic weapons, disarmament, and a peace conference of the Big Five. 
























The other opposition candidate, Admiral Meireles, could not be dismissed 
as a Red in view of his long and distinguished career as a naval officer and 
cabinet minister, The appearance of a popular conservative military opponent 
on the scene forced Salazar, who was said to have desired a civilian president, 
to choose a candidate who also had military backing, Admiral Meireles had the 
backing of some distinguished people in his campaign, including a group of Army 
dissidents of field rank, who demanded reforms in the Salazar regime, Although 
his campaign was based on retaining the fundamentals of the present regime, it 
demanded greater personal liberty for the individual and the clearing up of the 
graft and corrupt practices that it is alleged the government tolerates, Dr. 
Rui Gomes in his short-lived campaign not only condemned the government for 
tolerating this corruption but also criticized the disproportionate influence 
which big business had on the determination of government policies, Govern- 
ment candidate Lopes* answer to these charges was thai "reforms along those 
lines would be effected when the situation permitted," 
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Admiral Meireles' campaign was on a somewhat small scale, It was estimated, 
however, that he would have had part of the electorate behind him, Naturally 
it was a foregone conclusion that no one could win against the Salazarista 
Uniao Nacional machine. The government placed many obstacles in the opposition 
candidate's path during the campaign; one of the Admiral's chief complaints 
was that the paper used for the government ballot tickets could be easily 
identified in the act of voting. In Portugal each candidate sends out his own 
voting tickets to those that he considers supporters, the names being checked 
against the official lists at the polling centers. Anyone, therefore, in the 
state*s employ tendering an obviously different ticket would be at once 
recognized as an opposition supporter and liable to punishment. The government 
contended, however, that it had given every facility to the admiral to repro- 
duce the same paper and the type for his own ticket. Another opposition 
complaint was that the brief 30-day campaign period was unfair. As a con- 
sequence of the virtual ban on opposition parties, which is the normal state 
of affairs in Portugal, there is a lack of organization and funds for these 
groups when they are permitted to campaign, and furthermore, they cannot 
effectively present their case before the people in so short a period of time, 
These difficulties, along with the embarrassing situation created when the 
ranks of the Admiral*s supporters were swollen by the openly Left Wing and 
near-Communist sympathizers who shifted allegiance from the disbarred Dr, Gomes, 
forced Admiral Meireles, reportedly on the advice of the right wing army 
section of his backers, to withdraw from the presidential race on July 19, 
According to some sources, his more conservative backers felt that the voting 
machinery was so strongly controlled by the government's supporters that a 
fair chance was not provided for the registering of the country's opinion. 

Even if the opposition had been given far more facilities than it received, it 
is estimated that the government party would have received more than half the 
vote because of the conservatism of the country districts, but such a vote 
would definitely indicate growing strength in the opposition, which in itself 
would have been an incentive for future action, 


To the surprise of no one, the Uniao Nacional's candidate was elected on 
a single slate on July 22 with an estimated 78% of the country's 1,160,000 
eligible veters (total population in 1950: 8,490,455) casting ballots in what 


was termed "an atmosphere of general apathy,"' Voters were handed ballots bear-— 
ing only the name of the official candidate. They could vote in opposition 
either by defacing the ballot or writing in another name. Heads of families, 
men and women over twenty-one with university degrees, and those over twenty-one 
and paying taxes were eligible to vote. Joaquim Trigo de Negreiros, the 
Minister of the Interior, announced that there had been complete order and made 
the official government observation that, "the campaign of opposition to stir 

up the people only contributed to root in their minds the need to.close ranks 

in defense of the principles on which their security rests," 


President Craveiro Lopes is young and vigorous and is said to have a strong 
mind of his own, While the Portuguese president usually takes little active 
part in the government, it is expected that General Craveiro Lopes will make 
his presence felt without, however, employing direct interference in his 
Salazar~dominated surroundings. 


This deliberate perversion of an allegedly democratic electoral process did 
have one salutory effect in that it graphically delineated the state of 
Portuguese politics and provided a glimpse of the inner machinery of government, 
This gives added force to the many criticisms of current conditions and prace~ 
tises in Portugal. It is regrettable to see a member of the North Atlantic 
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Treaty Organization and a supposed defender of democracy employing techniques 
similar to the single-slate plebiscites used by the Soviet Union, 


In the economic development of the nation, the only field in which the 
present regime can be praised, progress is slow but steady, In tne North a 
new hydroelectric project was inaugurated on the Cavado River, the third to be 
put into operation this year, With the completion of the Belver project in 
the near future, the total electric power output of the nation will be 
increased by 65%, The Ministry of Economy is now tackling the problem of 
distribution of this energy in order to bring electric power to the most remote 
areas of the country, Of the newly available power, about one-sixth will be 
used in the manufacture of ammonium sulfate in two plants, at Estarreja and 
Alferraredo, The production will be sufficient to meet the national needs. 


The Minister of Economy, speaking at the opening of the Industrial Fair 
now being held in Lisbon, referred to the grave difficulties which have been 
encountered in obtaining needed raw materials and to the sharp increase in 
world prices, He was referring primarily to tin for canning sardines, cotton 
for the textile industry, and to newsprint. The Portuguese government has 
attempted without success to solve this problem, Portugal is facing the loss 
of its advantageous position in the world cotton textile market because of the 
necessity for raising the price of colonial domestic cotton, which is usually 
lower than foreign cotton, The prices paid for colonial cotton had to be 
raised in order to increase production and to improve the standard of living of 
the natives. Increases of 40% to 50% in the prices paid to the natives of 


Mozambique and Angola were announced, 


The weather, though still unseasonably cool, continued to favor Portugal. 
Excellent grain yields were expected and even more pleasant was the prospect 


of a record olive crop. 


In its international relations, Portugal concluded trade-treaty revisions 
with Dermark, Greece, Italy, and Austria, On July 30, E.C,A, announced the ~ 
cessation of assistance to Portugal upon the request of that republic, Thus, 
Portugal joined the ranks of those nations which no longer need outside help 
to stabilize their national economies. When the final figures are tabulated, 
Portugal will have received around $50 million in Marshall Plan aid: 38% was 
used for wheat purchases and 12% for petroleum, The remainder was spent for 
the purchase of railway equipment, construction of overseas airfields, irriga- 
tion and power projects, mining development and surveys, additions to the 
fishing fleet, tin for sardine canning, port improvements in Portuguese East 
Africa, installation of paper, textile, and iron-pipe plants, and the develop- 
ment of a meat industry in Angola, As a direct donation, Portugal received 
funds for a technical and economic survey of the resources of the Douro basin 
and for a geological survey in Angola and Mozambique, All of this aid has 
greatly bolstered the Salazar regime, yet it mst be remembered that the wise 
and frugal economic policies of the government made this aid mich more effect- 
ive in Portugal than it has been elsewhere in Europe. 


MEXICO 


Although only one political party has advanced a candidate for the presi- 
dential elections to be held in July 1952, speculation and inter-party negotia- 
tions are beginning to develop to the point where the over-all picture is 
becoming a little less cloudy. At present, it appears that the government 





= i, « 


party, the Institutional Revolutionary party (P.R.I.), will remain in power 
for another six years, It is the strongest and best organized political party 
in Mexico, and is headed by a president who has become increasingly popular 


with the people, 


Since the Mexican constitution prevents any president's being re-elected 
to office, several prominent P.R,I. party members are being mentioned as 
possible candidates, These are: Ramén Beteta, Secretary of the Treasury; 
Adolfo Orive Alba, Secretary of Hydraulic Resources; Agustin Garcfa L6pez, 
Secretary of Communications and Public Works; Antonio Bermidez, Director of 
Petréleos Mexicanos (PEMEX), the government oil monopoly; and Fernando Casas 
Alem4n (no relation to the president), Mayor of Mexico City. Other possible 
"dark horses" are Ratil L6pez SAnchez, Governor of Coahuila; and Jestis Gonz4lez 
Gallo, Governor of Jalisco. Of the above mentioned aspirants, the first four 
are considered the most competent. Beteta and Orive Alba, however, have 
American wives, and, since it is doubtful that the average Mexican would like 
to see a foreigner as the "first lady" of Mexico, their chances of being 
nominated are somewhat weakened, In any event, the field still appears to be 
wide open, and activity is expected to increase until the P.R.I. picks its 
candidate during its presidential convention this coming December. 


The Federation of Peoples Parties (F.P.P,) is the only organization which 
has advanced a candidate to date, He is General Miguel Henriquez Guzm4n, a 
veteran of the Revolution and at present a wealthy contractor, A lack of 
strong labor support for his somewhat leftist program, however, may weaken his 


chances considerably. 


The only two minority groups with members in Congress, the rightist 
National Action party (P.A.N.) and the leftist Popular party (P.P.) headed by 
Vicente Lombardo Toledano, are at present undecided about sponsoring candidates, 
The remaining officially registered party, the Mexican Nationalist party 
(P.N.M.) is a new organization that is interested mainly in following Catholic 
principles and has not committed itself one way or the other, Thus, of the 
five recognized parties in Mexico, only one, the F.P.P., has advanced a candi- 
date, The Communist party is evidently out of the picture, since the govern- 
ment has refused to recognize it officially, The Mexican Constitutional party 
will remain in the same predicament unless it complies with the federal elect— 


oral laws (Hispanic American Report, Vol. IV, No. 28 


On July 1, President Galo Plaza of Ecuador arrived in Mexico City for a 
three-day visit, after having made several stops in the United States during 
his tour of that country, Among the highlights of his short stay were a tour 
of inspection through the National Agricultural School at Chapingo, an impres- 
sive ceremony in Mexico City, where President Alem4n presented him with the 
Order of the Aztec Eagle, and a joint statement issued by both presidents in 
which they expressed "an unbreakable decision to maintain a respect for human 
dignity and liberty and the conservation and advancement of the democratic 
System," Early in the morning of July 4, President Galo Plaza left for 


Venezuela. 


On July 4, the Mexican immigration authorities at Tiajuana, Baja California, 
closed the border to all unescorted American juveniles under 18 years of age. 
The action was brought about by widespread reports that teen-agers from the 
San Diego and Los Angeles areas were going to Tiajuana to engage in marihuana 
and drinking sprees, Previously, San Diego school and law authorities had 
urged a similar action by American immigration agents. In explaining the 
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18-year limit, Mexican authorities stated that a person of 18 is considered 
as an adult, 


For many years Mexican "braceros" (farm hands) have been brought into the 
Southwestern areas of the United States to help harvest the sugar, vegetable, 
cotton and citrus-fruit crops. In 1950, 70,000hends entored legally. The 
many farmers who employed them, however, did not always live up to the terms 
of their contracts, Substandard wages were paid in many instances, and health 
and sanitation provisions were ignored. The problem of the "wetbacks" 
(Mexicans who illegally entered the United States by swimming rivers and canals 
separating the two nations) was even worse. Rounding up and deporting the 
estimated 500,000 wetbacks illegally in the United States in 1950 was a 
tremendous problem for the immigration authorities, and in some cases their 
presence resulted in "incidents" with unionized American farm laborers 
(Hispanic American Report, Vol, IV, No. 7). The Mexican Government, conse-~ 
quently, suspended the labor agreement between the two countries, effective 
July 1, and stated that no more braceros would be sent to the United States 
unless tighter controls were adopted, On July 12, President Truman signed a 
bill providing for government-—to-government contracting. The Mexican require- 
ments were to be met, but the bill did not have provisions for penalizing those 
dealing with wetbacks, After assurances had been given that Congress would 
remedy this oversight by enacting a new law penalizing illegal hiring of wet- 
backs and giving the United States immigration authorities the right to search 
suspected places without a warrant, the Mexican Government agreed to negotiate 
anew contract, In the meantime, employment centers in Monterrey, Chihuahua 
and Hermosillo were kept open until the rest of the 23,000 laborers, previously 
certified as necessary by the United States Employment Service, could be hired 
under contract. Negotiations for a new contract between the two countries have 
been underway in Mexico City since July 13, but no contract had been formally 
Signed by the end of the month. 


Oscar L, Chapman, United States Secretary of the Interior and Administrator 
of Oil for Defense, accompanied by Bruce K, Brown and Keith Gordon of the 
Petroleum Administration, went to Mexico last month to study the general 
petroleum situation, Chapman, who visited the 30,000-barrel-a-day refinery at 
Salamanca, as well as installations at Poza Rica and Azcopotzalco, said he was 
impressed by Mexico's progress and added that production could be increased by 


importing urgently needed steel equipment and pipe which he offered to allocate, 
Mutual oil problems of the United States and Mexico were discussed, but there 


was no talk of loans or of the return of oil companies to Mexico, Previous, 
American drilling companies had been offered 15% to 18% of the market value of 
any oil produced. If they located no oil, however, they would lose their 
original investment, and no company has accepted the offer, Chapman intends to 
return to Mexico in the near future to study the situation more fully. At 
present, Mexico exports about 23 million barrels annually, nearly all of it to 
the United States, 


PEMEX will build an extensive network of pipelines through Central and 
Western Mexico, Outstanding is an eight-inch pipeline which will link the 
Salamanca refinery in Guanajuato with Lagos in Jalisco, From Lagos a six-inch 
line will go to the mining center of Zacatecas, Two other lines will extend 
from Lagos to Guadalajara and from Salamanca to Morelia. 


Antonio Martinez B&ez, Secretary of National Economy, Gilberto Figueroa, 
business manager of Excelsior, and Guillermo Ibarra, editor of EL Nacional, 
formed a commission to go to Washington and Canada to negotiate for more 
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newsprint, President Miguel Alem4n promised publishers that Mexico would try 
to obtain more newsprint from Canada through negotiations between the two 
governments, Mexico needs a minimum of 70,000 tons a year but has contracted 
for only 52,000 tons from Canada and Texas, The small amount now on hand in 
Mexico is not being delivered because of railroad tie-ups; consequently the 
newspapers are being forced to cut down the size of their editions. Sulphur 
for making newsprint is in great demand, and Mexico is offering it to Canada 
in exchange for the needed paper, Mexico produces 200 tons of sulphur daily-—~ 
of which Poza Rica produces 140 tons——and present plans call for an increase 
to 300 tons daily. Most of this sulphur is now being sent to the United States 
In the meantime, the Inter-American Economic and Social Council has promised 
to investigate the situation, 


There will be no more exportation of silver from Mexico this year, since 
the metal is needed for domestic purposes and to complete a contract to mint 
silver coins for Saudi Arabia, It is reported that there are uranium deposits 
in Coahuila and Tamaulipas, but as yet the existence of these deposits has not 
been proved, 


LAMSA (Lineas Aéreas Mexicanas, S.A.), a United Airlines affiliate, 
instituted an employee-employer relations program last month which resulted in 
a decrease of complaints from supervisors in respect to union heads, and fewer 
union complaints about executives. The program discussions included industrial 
organization, a comparison of Capitalism versus Socialism, LAMSA's place in 
the international picture, reasons why LAMSA is capitalistic and the resulting 
advantages, an examination of the Mexican Labor Law, the company's union 
contract, and practical illustrations of how the various departments work and 
how each fits into the general company organization. 


Of the 1,300 cars that the American Association of Railroads had assigned 
to Mexico last month, 750 will be used to transport wheat and corn produced in 
the United States, A factory for the manufacture of boxcars has been built in 
Mexico and a minimum of 1,000 cars a year will be constructed. Production will 
begin in August. 


Mexican optimism continues high concerning this year's agricultural 
production, For the third consecutive year, its high-yield corn crop will 
amply provide the Mexican people with their basic food commodity, a result in 
large measure of new and successful technical aids. Cotton production is 
expected to set an all—high record of 1,250,000 bales, with the Laguna, ; 
Matamoros and Mexicali districts being foremost producers, Significant agricul- 
tural development is occurring in Baja California, where not only the usual 
crops are being expanded but many new ones introduced, Over 150,000 olive 
trees, brought as seedlings from Portugal, are expected to yield 9,000 tons. 
This intensification of land production has led to better road construction on 
the peninsula and to the planning of a ferry-boat service between La Paz and 
Mazatlén, Mexico's main Pacific coast port where 20 million pesos will be spent 
on improvements. 


Mexico's increasing water resources will be a future boon to agriculture. 
At present, the United States and Mexico are cooperating in the erection of 
the first international dam and reservoir on the Rio Grande. Falcon Dam, 
scheduled for completion in 1953, will be the longest dam in the world, Its 
cost of approximately $45 million will be paid by the two countries. Recently, 
the Export-Import Bank extended credits amounting to $12.5 million to Mexico 
for use in financing its share of the construction. Chief uses of the dam will 
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be to control and temporarily store flood waters, to conserve the Rfo Grande'ts 
ordinary flow, and to provide electric power and irrigation water, Tamaulipas 
expects to benefit greatly from the water for its agricultural production, At 
Anzalduas, Mexico will build a diversion dam, having already built the 
Anzalduas Canal for drawing water, 


Trade with foreign countries continues to show improvement. Trade with 
France is up sharply, having doubled in value during recent months, English 
trade is very satisfactory and it is expected that there will be a renewal of 
the "gentlemen's agreement" now in effect. Recently a trade agreement was 
concluded with Switzerland, and better trade is anticipated with Spain since 
the visit to Mexico of Multi-millionaire Julio Munoz. The possibilities, 
however, of an end to the Korean war are causing a feeling of fear among 
Mexican businessmen that there will be a sharp decline in the demand for 
Mexican raw materials, It is felt that investments in Mexican lumber and 
metals depend largely on the future defense program of the United States. 


The Mexican Minister of Economy has reported that the cost of living 
climbed from its January index of 375 to a high of 401 on July 1, but whole- 
salers and retailers expect a general drop in prices, The opinion of labor, 
as expressed by Antonio Rivas, the secretary-general of the C.G,.T., is that 
only the abolition of monopolies will terminate high prices, Slow buying 
continues to characterize local business, and many stores are holding back on 
the restocking of their shelves, 


On July 23, the Diario Oficial published a list of products on which 
Mexico had reduced taxes, Some reductions were as high as 80% on such impor- 
tant products as shrimp, fish, cocoa beans, tobacco, citrus fruits and cotton 
textiles, with smaller reductions on vanilla, silver jewelry and other items, 
Producers have been seeking reductions because their production costs have 
risen with inflation. 


Mexico's international monetary reserves have dropped about $40 million 
in past months, according to Banco de México sources, This is attributed to 
increased buying of foreign-made machinery and raw materials for industrial 
use, and to the withdrawal of "refugee capital" which had come to Mexico when 
the war threat was greatest. Mexico does not regard this drop in its reserves 
as serious, since it considers that foreign purchases of its cotton, fish and 
other products will remedy the drop. 


On July 26, a continuation of the monetary stabilization understanding 
between Mexico and the United States was effected when a new exchange agreement 
was signed by the two countries. Since 1949, Mexico has strengthened its 
financial position and has improved its exchange. 


Mexico continues to industrialize, A substantial loan of $4,901,000 by 
the Export-Import Bank to Altos Hornos de México will be used for buying new 
equipment that will boost steel production about 70%, Also, the Mexican 
Government will invest $4,030,000 in the Mexico City plant of the Fiat Motor 
Company for the production of 1,000 Fiat trucks annually. A $140,000 plant to 
manufacture paint is under construction at Tlalnepantla, State of Mexico, by 
the Pittsburgh Products of Mexico; a Proctor and Gamble soap and detergent 
plant costing $3 million will located at Nuevo Vallejo in the Federal District; 
and a new Sears Roebuck store will open in Tampico, while that company will 
double the size of its retail store in Merida, Yucatan, in the near future. 
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The wild Mexican yam is meriting the attention of science as a new source 
of cortisone, The process of obtaining the "wonder drug" from this non-edible 
yam, called cabeza de negra, was developed in Mexico City by a group of 10 
scientists directed by Dr, George Rosenkrantz and Dr. Carl Djeassi, It is said 
this new source will double and perhaps triple the quantity of cortisone, 
Within three years the supply should meet United States medicinal demands, 
probably at a price lower than the $35 a gram now paid by physicians, A 
Mexican drug company is investing $2 million in its Mexico City plant, and is 
buying cheap land in southern Mexico for yam production, Cortisone is used 
for treating arthritis and other ailments. 


In mid-July, floods inundated vast areas of Mexico City as the result of 
heavy rains over a period of 10 days. Most of the damage occurred in the 
older parts of the city and is attributed not only to the heavy downpour but 
also to the fact that Mexico City is constructed on the clay bed of an ancient 
lake which has been dried up by artesian wells. Rainfall during the past few 
years has not been heavy and drainage systems have not been properly cared for; 
consequently, an efficient "run-off" was impossible. In order to remedy the 
situation a hydrological commission has been established, to deal with flood 
problems and with other water questions such as irrigation and reforestation. 
Two new bureaus recently added to the Ministry of Agriculture will also engage 
in similar activities. 


CENTRAL AMERICA AND PANAMA 
GUATEMALA 


On July 13, a 30-day state of siege was declared after the Guatemalan 
Government announced that "political agitators disguished as anti~Communists" 
were seeking to undermine public security, The government then ordered the 
reinstatement of the Catholic staff to the National Orphanage, the removal of 
Gabriel Alvarado, the leftist director of the institution, and the appointment 
of the anti-Comminist children's specialist, Dr. Ernesto Cafino, to take his 
place, This announcement terminated a series of revolts in Guatemala City 
which began on July 11 at the orphanage, where university students and market- 
women beat the director and four members of the staff, accusing them of being 
Communists. On July 3, President Jacobo Arbenz had allegedly received com- 
plaints from the children about leftist influence in the orphanage, but did 
nothing about it. The riots followed the dismissal from the staff of several 
Roman Catholic Sisters of Charity, whose order had founded the institution, 


Violence occurred when soldiers tried to scatter the crowd after a private 
auto had been burned during a supposedly peaceful parade by demonstrators, A 
mob of several thousand gathered in front of the National Palace, calling on 
President Arbenz to assure them of his anti-Communist position, Troops, which 
had dispersed crowds earlier with tear gas, opened fire. In the clash, three 
were killed and more than 60 were wounded, 


Later President Arbenz stated that "internal peace was endangered" but 
that the government had complete control of the situation, He blamed the 
disturbances on followers of General Ydigoras Fuentes, a political rival, and 
members of the government ousted by the 1944 revolution, Arbenz charged that 
reactionary groups had plotted against the government and had screened them- 


selves behind women and children, 
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Many Guatemalans place the responsibility for the present disturbance on 
former President Juan José Arévalo and predict that his recent departure to 
Buenos Aires will clear the way for Arbenz to act against Commnist influence 
in the government and labor unions, They believe that, as long as Arévalo 
remained in the country, Arbenz would be president in name only. Arévalo has 
declaredly gone to Argentina to study the university system there, He will 
also act as Ambassador-at-large, Why an educator should wish to study 
Argentine universities now is difficult for some to understand. 


The Comminists have become go brazen in the first four months of Arbenz! 
administration that the public is becoming alarmed and anti-Communist groups 
are rapidly being organized, It now appears that if the President wishes to 
act against Communist influence he has the public support. An alliance of 
"democratic parties" for the support of President Arbenz was announced in 
Guatemala City by the Government Revolutionary Action, National Reform, Popular 
Liberty Front and National Integrity parties. Two Communist parties, among 
the first to propose a united front in defense of the government, were not 
included in the agreement. This exclusion, however, could be merely for the 
sake of appearance, 


In Mexico City three Guatemalan political refugees, Manuel Pedrosa, Rafael 
Navarro, and Miguel Garcfa, made statements predicting that more bloody events 
would take place in Guatemala, They said the present government had forced the 
country into bankruptcy, characterizing the Arbenz regime as “more Red, if 
anything, than that of Arévalo." They added that, although the recent revolt 
was said to have been crushed, it would not be the last, 


A proposal to increase the export tax on coffee from the present $6 to 
$10 per cwt, is being given serious consideration in official circles, However, 
the increase is anticipated to be only about $3 per cwt. Coffee growers, 
although enjoying their most profitable period in history, are quite concerned 
over the individual tax proposal which will affect the upper bracket incomes, 
Guatemala has never had a personal income tax, However with the $59 million 
1951-52 budget, largest in the country’s history, the Arbenz administration is 
Closely inspecting every possible source of public revenue, 


The first paper mill in Central America, Los Cerritos Ricos Pulp and 
Paper Mill, is now operating in Guatemala and will soon have a top capacity of 
100 tons of paper per day. The greater part of the paper production is being 
exported to the U.S., Cuba and Venezuela, It is particularly interesting to 
note that lemon-oil grass and citronella grass are being used as bases for the 
paper, Previously the grasses, after having had the oils extracted for use in 
Guatemala'’s essential-oils business, were disposed of as useless, Utilization 
of this residue provides an almost inexhaustible supply of basic material, and 
this is the first time that such products have been used as bases for paper 
production, Incidentally, essential oils registered an increase of almost 100% 
last year, 


The first plywood plant in Central America has been established on the 
Caribbean coast and is already supplying all of the Republic's domestic needs 
as well as a growing quantity for export. The company, the Industria de 
Madera Las Quebradas, S.A,, received financial assistance from the government. 
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EL SALVADOR 


A resolution on measures for economic union and the establishment of 
industrial plants in their respective countries was adopted at Mexico City by 
Fl Salvador, Guatemala, Honduras, Nicaragua and Costa Rica, during the recent 
meeting of the U.N, Economic Commission for Latin America. In June, the U.N, 
sent Ricardo M, Ortiz of Argentina to lend his technical services to plan new 
docks and to aid in the harbor problems in El Salvador. The executive secre- 
tary of ECLA, Argentine financial expert Raul Prebisch, will visit the five 
Central American capitals to make recommendations toward trade treaties 
between the countries. El Salvador has long had a treaty of free commerce 
with Honduras and one was signed with Nicaragua this year. Dr. Jorge Sol 
Castellanos, Minister of Economy of El Salvador, predicted that a similar pact 
with Guatemala would be signed in the near future, but there are indications 
that the negotiations will be more protracted and difficult than those of the 
El Salvador-Nicaragua treaty, Nevertheless, these treaties are an example of 
what can be done to develop Central American economic solidarity. 


Construction of the big Lempa River dam marks the start of a new era in 
this country according to President Oscar Osorio, The people of El Salvador 
subscribed 13 million colones in bonds of the C.E.L, (Lempa River Hydroelectric 
Commission) and the government is footing the bill for the rest of the project 
which will cost more than 49 million colones ($20 million). 


The status of Salvadoran property owners in other countries is being 
investigated by the government in order to enforce the law affecting property 
interests of foreigners in El Salvador. Specifically under study is the right 
of Salvadoran nationals to acquire rural properties abroad, The Salvadoran 
Foreign Ministry has requested information on this subject from the Ambassador 
in Washington, Héctor Castro, and the chief of the delegation to the U.N., 
Miguel Urquia, The information is important for enforcement of Article 141 of 
the constitution which went into effect last September, which provides that 
"rural properties in El Salvador may not be acquired by an foreigner whose own 
government does not grant similar rights to Salvadorans." This article excepts 
industrial establishments. 


El Salvador will need 6,500 tons of wheat, wheat flour, and cereals in 
the grain from the U. S. according to estimates by the Salvadoran Ministry of 
Economy in a report to the U.S. Department of Agriculture. The report is to 
be used to set export quotas allotted by the U.S. Other food needs of El 
Salvador include oats, malts, industrial vegetable oils, linseed oils, lupulin, 
and hops containing oil essence. Rice recently has been added to the three 
grains (corn, beans and grain sorghum) which the Ministry of Economy was 
allowed to place temporarily on the duty-free list of import commodities during 
April 20 to July 31. The Ministry has presented to the President a decree 
providing for the placing of unmilled wheat on the free list indefinitely and 
a reduction of the import duty on wheat flour, It is hoped that this and other 
proposed inducements will lead to the construction of at least one good flour 
mill in the country. Heavy corn imports continued, but the head of the Grain 
Institute believes the next corn crop will meet the country's needs, although 
Some acreage was lost through premature planting. 


The Salvadoran Ambassador to Washington has announced that the U.S. has 
agreed to allot a quantity of radio-isotopes for medical use to El Salvador. ~ 
In addition a fellowship is to he awarded to a Salvadoran doctor to perfect his 
knowledge of the use of radio—isotopes, which are by-products of atomic energy. 
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HONDURAS 


The Tela Railroad Company has been given an official commission to con- 
struct a new dock which will aid in alleviating the congestion in the commer- 
cial city of Puerto Cortés, The government has deposited approximately 
512,400,000 lempiras in the Central Bank of Honduras to pay the company for 
the construction of the docks and spur railroad accommodations, The agreement 
stipulates that the Tela Company mst begin work immediately after the govern- 
ment makes the supplies available, and construction mst be finished within 18 
months from the date the company receives the last supplies, The Tela Rail- 
road Company will have rail rights to the decks, 


Because of the present sugar scarcity and the rising cost of living, the 
government has temporarily authorized duty-free importation of sugar through 
the north coast ports and the south coast ports of Amapala and Hl Espino on 
the Gulf of Fonseca, Payment of consular fees, wharfage, forwarding charges 
and stowage is still required, 


A delegation from the Banco Nacional de Fomento decided it was necessary 
to create a Brigada de Crédito in La Ceiba and other parts of the Department of 
Atl4ntida to aid in production and agriculture, This department is an important 
productive zone of the country. 


The Honduran Government has contributed 10 million lempiras ($5 million) 
to the U.N, for aid to Korean and Palestine refugees, This complies with 
Honduras’ international obligations for social assistance in the international 


world, 


NICARAGUA 


The second Congress of Nicaraguan Workers met in Managua recently under 
the direction of the National Executive Committee of the General Confederation 
of Workers of Guatemala. The sessions were orderly, but both leading political 
parties were accused of trying to reduce the Nicaraguan union to a nonentity. 
Representatives from Matagalpa reported exceedingly low wages in that area and 
charged that most of the pay of rural workers remained in local commissaries 
where prices for necessities were exorbitant. They also accused the local 
labor inspector of violating social legislation for the benefit of employers, 

A group from the Congress visited Somoza to ask his help in solving problems 
taken up at this meeting. Outstanding requests were for an increase of rural 
schools, effective liberty for union organization and operation, appointment of 
more open-minded labor inspectors, improved sanitary conditions in large work 
centers, suppression or reduction of canteens and houses of prostitution, and 
Wage raises in areas outside the capital. Somoza promised aid and said that 
his aim was to establish social justice in Nicaragua and that the Labor Code 
would be strictly applied toward that objective. 


Dr, Henry Debayle, Somoza's brother-in-law, has finally realized an 
ambition of long standing by founding a "Medical Center" in Managua, This 


center is staffed by a group of specialists, Payments are made not to a 
particular doctor but to the institution, which sets aside parts of the payments 


for the improvement of the center and for a fund to provide free treatment for 
the poor, Last June Dr. Debayle succeeded in establishing a blood bank in the 


capital, 
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J. Frank Lucas, a Nicaraguan citizen, has asked government permission to 
exploit a large deposit of guano which he discovered on the North Atlantic 
Coast. He maintains that the deposit is extensive enough to provide large 
quantities for export for some 25 years, 


Somoza's National Liberal party purchased the two newspapers La Nueva 
Prensa and La Estrella de Nicaragua for about one million cérdobas. The latter 
paper was the organ of the Cuadre Pasos faction of the Conservative party and 
had been carrying out 4 vigorous anti-Somoza campaign. The newspaper Flecha 
still remains in the hands of the opposition, 








Martial law in Granada and Managua was revoked on July 10, but the people 
of Granada continue to work on their independent university. Somoza promised 
some economic aid, and it is expected that the government will validate degrees 
granted by the new university. (Hispanic American Report, Vol. IV, No. 7). 





COSTA RICA 


Production of electricity in Costa Hica has been a serious problem for 
years, Recent government attempts to remedy the situation in conjunction with 
the American-owned Compania Nacional de Fuerza y Luz, an Electric Bond and 
Share subsidiary, have been blocked by company demands that allegedly would 
seriously "damage the sovereign rights of the country over its water resources," 
In answer to this the government began erecting its own power plants, the 
latest of which will increase the supply of electricity to the old capital 
city of Cartago where the scarcity of electricity was most acutely felt, In 
addition to the government action the farmers and townsmen in a Northeastern 
area centering around the town of Zarcero recently subscribed 200,000 colones 
to erect a cooperative plant for the area, 


Twenty-five tons of relatively high grade manganese ore was sent to the 
U.S. Steel Corporation in Baltimore, Maryland. This shipment was the first of 
a regular series of shipments to be sent from 43 mines in Guanacaste and was 
the first to leave Costa Rica in 32 years. The monthly output of the mines 
for this year is expected to be about 6,000 tons. The mines were recently 
taken over by a newly formed New York company, Latin American Resources Develop— 
ment Company, parent to the local Minerals Operating Company of Costa Rica, 


Rubber plantations allowed to die down after World War II are being built 
up again,evidently with a high degree of success, Of 167,000 pounds of raw 
raw rubber used in the first 6 months of this year, 118,000 pounds were locally 
produced, Costa Rica has a flourishing tire recapping and rubber shoe sole 
industry but as yet does not make complete tires. During the war about 25 tons 
of raw rubber a month were exported to the United States and last April an ll- 
ton sample shipment was exported. 


In a recent meeting of the Costa Rican Confederation of Labor, attended 
not only by union delegates but also by leading experts on local social and 
economic problems, several recommendations were made to the government. The 
delegates urged that the workers be given the greatest possible freedom to 
organize and that the Labor Code be amended to make it impossible legally to 
dissolve a union by administrative order, They asked that this extreme measure 
be reserved only for the courts. At the same time, violence was condemned as a 
means of forcing workers to join unions, In the field of agriculture, the 
delegates urged the rigorous enforcement of a government decree that all 
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agriculturists must devote at least 25% of their land to growing food crops 
for local use. This is most important as Costa Rica does not produce enough 
food for local consumption, and yet some farm owners export food crops to 


Panama, 


PANAMA 


On July 11 the National Committee Against the High Cost of Living, 
representing 32 various political, worker, student, and civic organizations, led 
a protest march of about 2,000 people to the Presidential Palace, Some members 
of the outlawed Communist party were also in the group, The demonstrators 
demanded that the President reduce the cost of living within a week and solve 
the unemployment problem within a month, President Arosemena said that his 
government was doing every thing possible to solve these problems, His words 
were greeted with abuse and sporadic and weak applause, Another target of the 
demonstration was the American-owned Companfa de Fuerza y Luz, whose spokesman 
said that the demonstration was inspired by Communists, 


Arnulfo Arias is still being held incomminicado in an investigation to fix 
the responsibility for the death of two National Police officers in the May 10 
uprising. Arias’ lawyer has not been permitted to see him nor has the prosecu= 


tor questioned him, 


Dr, Alberto E, Calvo, director of Public Health, has announced that a new 
government program against tuberculosis, considered the "first killer" in 
Panama, is soon to be put into effect, He made an appeal to the people and to 
the government to give financial assistance to the program and stated that 
previous anti-tuberculosis campaigns had failed because of the lack of funds, 


THE CARIBBEAN REPUBLICS AND PUERTO RICO 
CUBA 
Most Cuban news for July was characterized by a decidedly canicular 
turbulence, June ended with many Cubans paying homage to their hero José Marti; 


July found a few men in responsible posts behaving rabidly, and it was their 
acts that were reported, In the economic field, news was more significant, 


After two days of ceremony, the body of José Marti was moved on June 30 to 
a new mausoleum in Santa Ifigenia Cemetery in Santiago de Cuba, High government 
officials, including President Prio Socarrd4s, were present at the rites accorded 
to the hero of Cuban independence. Mart{f was slain at Dos Rios, Oriente, May 19, 


1895, by Spanish troops, 


The Cuban tobacco industry, particularly cigar making, has long been unable 
to meet real competition in world markets. Recent government decrees permitting 
mechanical manufacture of all cigars destined for export and 20% of those for 
local consumption caused such a wave of protest among workers and small factory 
owners that the Cabinet on July 5 temporarily suspended the 20%-law (Decree 
No, 1,073). Affected workers crowded city halls in the tobacco areas causing 
some violence and several deaths, The Federacién Tabacalera Nacional, a manu- 
facturers' organization, has declared that mechanization is necessary to keep 
the Cuban tobacco industry solvent since hand labor makes competition impossible, 
Some solution appears likely, for union leaders are said to have agreed with the 
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declaration of the manufacturers, but they stated that they expected some 
"sacrifices" on the part of the manufacturers to help tide over those displaced 
by the new machines, During the month compensation checks were mailed to more 
than 900 workers who had been displaced by the machinery installed to process 
tobaceo for export, A development of dubious significance was a proposed 
treaty under discussion between Cuba and Great Britain for the purchase of a 
limited number of cigars. Britain gets most of its cigars from Jamaica, and 
one member of Parliament compalined that the importation of Cuban cigars would 
mean hardship to Jamaica’s tobacco workers. 


One industry that appears to be growing with no resistance from organized 
labor is television, Plans for complete coverage of Cuba have been receiving 
some publicity. According to Goar Mestre, owner of Radiocentro, Havana's Radio 
City, and of Circuito CMQ, the latter's television network eventually will 
include stations at Havana, Matanzas, Santa Clara, Camagtiey, Holguin and 
Santiago, The station at Santiago, elevation 1,600 feet plus a 150-foot antenna, 
may be able to furnish reception for Haiti and the Dominican Republic, Jamaica 
and many other islands in the Caribbean, Using equipment which is to be deliv- 
ered by August, the network will then be operating stations in Havana, already 
functioning (Hispanic American Report, Vol. IV, No. 3), Santa Clara and Santiago, 
Completion dates for the other three stations have not been announced, but it is 
certain no effort will be spared to make Cuba the first country to have complete 
television coverage, 





As U.S. textile manufacturers gloomily predicted (Hispanic American Report, 
Vol. IV, No. 6), agreements between the United States and Cuba made at Torquay 
have destroyed their export trade with Cuba in cotton and rayon textiles. It 
was reported that exports of these goods to Cuba during July and August would be 
at the lowest levels in 50 years and less than half what they were a year ago, 
Another sore spot, the immense amount of paper work necessary for consular 
documents, was to be increased by new regulations going into effect on August l. 
Textile exporters are convinced of the Cuban Government's hostility towards 
doing business with them and have expressed some resentment at the U.S, Govern- 
ment's slowness to act in their behalf, The Cuban people are reported to be 
feeling the burden of the new tariff restrictions, too, Cuban concerns make 
only 10% of the variety of textiles that formerly came in abundance from the 
United States, Now Cuban laborers are paying 60% more than the prices prevail- 
ing in the United States for overalls and dungarees, 


For several years the Ortodoxos have been hurling extravagant charges of 
financial corruption against the Auténticos, and education ministers who served 
during Grau San Martin's last term as president have been particularly vulner- 
able to these attacks (see many preceding numbers of the Hispanic American 
Report concerning the endless trial for embezzlement against Grau and associ~ 
ates), However, this month saw at least two rather unusual developments in the 
struggle of Ortodoxos vs. Auténticos, In a Sunday-night broadcast during June, 
Senator Eduardo Chib4s, a perennial sensation monger, accused present Minister 
of Education S4nchez Arango of stealing Ministry monies to develop a large 
residential district in Guatemala, Sanchez, a favorite target for Chib4s’ barbs, 
decided that the last accusation called for a public debate, After much 
negotiation, Chib&s agreed to bring irrefutable proof of his charges and to 
present it in a 30-minute broadcast in the reception room in the Ministry of 
Education building. Just before the broadcast, but after all television and 
radio facilities of the island were hooked up to present this interesting 
program to the Cuban people, Chib&s refused to sign a pledge to limit his 
discussion to the subject of S4nchez'* alleged dishonest interest in Guatemalan 
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housing, asserting that such a step abrogated his freedom of speech. In the 
excitement of the hour, many foolish and irrelevant things were said, but the 
fact remained that Chib&s was not willing to meet his accused face to face in 
open debate solely on the issue at stake. 


Senator Pelayo Cuervo, Chib4s* confederate and the one who opened the 
charges against Grau and associates which resulted in the proceedings against 
them, found himself challenged to a duel by the former president of Cuba, 
Remarks in a magazine article prompted the challenge which Pelayo accepted, 
with sabers, but two days later on July 18 the contest was called off since 
it was discovered that some portion of the honorable code of dueling prevents 
one from appealing to it as long as criminal charges are pending against him, 
Not content to wait until the end of Grau's trial, his seconds named seconds 
for themselves who called on Pelayo with the now familiar challenge. However, 
it will take considerable research to determine whether Pelayo mst fight both 
seconds and in what order, or if just one, which one, Informed sources assert 
that should the duel take place a few feints can be expected, Dueling is 
prohibited by the Constitution but is honored among politicos who support it 
when honor can be appealed to in no other way, 


HAITI 


In the recent protestations of friendship between Haiti and the Dominican 
Republic, the combatting of Communist influence has been mentioned as one of 
the aims of the two governments. To emphasize the need for such action, wide 
publicity was given to the capture of a foreign Commnist in Haiti. He was 
said to have arrived by plane, eluded the immigration officials, and been 
tracked down by rural police, 








At the time of the meeting of the 36th National Legislature, President 
Magloire announced the membership of his new cabinet, with four changes, The 
Legislature's agenda shows four major spheres of action: 1) the appointment of 
a National Government Advisory Committee, 2) the foundation of a National 
Agricultural Bank, 3) approval of contracts for production and export of 
staples like sugar, sisal, and bananas, and 4) the budget, An increase from 
105 million gourdes (1 gourde = $,20) to 121 million gourdes is proposed, 
warranted by an increase in revenue of over 6 million gourdes during the present 
fiscal year ending September 30, 1951, over 1949-50, The increase in govern- 
ment income may be due to the higher price of coffee on the export market, more 
efficient ways of collecting revenues, inflationary tendencies, or an actual 
mild prosperity. 












The East India Company, Inc,, has begun operations in the copper deposits 
of the Artibonite valley (Hispanic American Report, Vol. IV, No, 1). At present 
the Haitian Government has requested U.S, engineers to investigate lignite 
deposits in the central plateau, 



















The number of tourists in Haiti during 1951 shows an increase of 2,379 
persons over visitors to the country during the preceding year, in spite of the 
International Fair at Port-au-Prince in 1950. Some credit for this increase 

is claimed by the Haitian-American Association now completing its first year of 
existence, and responsible for a colorful and varied Haiti Week in New York. 










«tt a 


DOMINICAN REPUBLIC 


Rafael Leonidas Trujillo declared that he would not be a candidate for 
the presidential elections to be held May 16, 1952. This announcement was 
made to a meeting of the Partido Dominicano on July 17, with the suggestion 
that new men should now be able to occupy positions of leadership. The con- 
vention of the Partido Dominicano, founded in 1930 to insure the first election 
of Trujillo as third-party candidate, promptly responded by nominating Acting- 
President Héctor B. Trujillo (Hispanic American Report, Vol. IV, No. 3) as 
their candidate for the 1952 elections. The presidential term in the Dominican 
Republic lasts five years, and the former president has held office for four 
complete terms and part of a fifth, a total of 21 years in power. In spite of 
his refusal to run for office again, he repeated his desire to "serve his 
country in an efficient manner."’ During a recent brief visit in the capital, 
the Spanish Ambassador decorated him with the insignia of the Great Cross of 
Carlos III, granted to Trujillo for his good offices at the United Nations on 


behalf of Spain, 








Dominican exiles in two countries have been in the news during the past 
month, Once again the disappearance of labor leader Mauricio Baez (Hispanic 
American Report, Vol. III, No. 12 and following issues) was attributed to the 
Dominican legation in Havana in an accusation by Cuban Congressman Henriquez 
Henriquez, brother-in-law of President Prio. In this statement, employees of 
the legation were named as being responsible for the shots fired at the Con- 
gressman, as well as for the "kidnapping" of B4ez and Gentral Angel Ramfrez. 
Following this accusation, a member of the legation was arrested en route to 
the United States but set free after diplomatic pressure had been brought to 
bear on the Cuban Government. 





Dominican youths in exile in Guatemala have stated that they would 
represent their country at the mass world peace rally held in the Soviet zone 
of Berlin, despite the Dominican Government's official condemnation of this 


rally. 


One result of a "Point Four" agreement signed in March 1951 (Hispanic 
American Report, Vol. IV, No. 4) is the proposal to build a school for boys, 
the costs being shared equally by the United States and the Dominican Republic. 
On the other hand, the exploration of mineral resources and the processes of 
mining are to be restricted considerably by a new Dominican law limiting mining 
rights to 500 hectares of territory. This legislation may be related to the 
large-scale evictions based on inadequate surveying of property rights 
(Hispanic American Report, Vol. IV, No. 6). Possibly recent developments in 
Middle Eastern exploitation of subsoil natural resources are bringing about a 
new policy with regard to these resources, 








PUERTO RICO 


The Legislature approved the fundamental aspects of the plan under dis- 
cussion last month (Hispanic American Report, Vol. IV, No. 7), providing for 
the election procedure to be used in August to choose the 95 delegates to the 
Constitutional Convention, The law passed provides $750,000 to cover the 
expenses of the election and the Convention, As explained last month in this 
report, the minority parties are assured of some representation, The 





Independentista party (P.I.P.), one of the most vocal minority parties, met in 
an extraordinary assembly in Fajardo and voted unanimously in favor of not 
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nominating candidates for the elections of August 27, The party, however, 
voted to send its representatives to the polling places as observers, Dr, 
Gilberto Concepci6n de Gracia, president of the P.I.P,, stated that this was 
not a boycott of the election "but just a refusal to participate in elections 
tending to perpetuate the colonial system in Puerto Rico." The Convention, 
therefore, will be made up of representatives from the Popular Democratic 
party (majority) and the Estadista and Socialist parties (minority), the three 
political parties that have backed the law for the "constitution" (Hispanic 
American Report, Vol, III, No. 8). Some political observers believe that the 
P.I.P. has refused to participate in the elections in order to avoid revealing 
its strength, since it has been claiming the abstentions as well as the nega- 
tive vote of the June 4, 1951, elections (Hispanic American Report, Vol. IV, 
No, 7). Other observers consider the P,I.P, move a very clever one and think 
that it is better for the party to preserve its funds for the regular elections 
of November 1952, The P.I,P, has continued to protest alleged violations of 
its constitutional rights in activities sponsored by the party. In Yabucoa, 
they claimed that "outsiders" tried several times to interrupt a political 
rally and that only members of the P.I.P. were arrested by the police. The 
P.I.P. has petitioned the governor and the attorney general of the island for 
full guarantees in their meetings, 











An incident which caused some political bickering was the one involving 
Father Santiago Arce. The police from La Fortaleza (government palace), 
obeying orders from above, prevented the priest from entering the Convent of 
the Siervas de Marfa, The priest was not wearing his cassock when he tried to 
visit the convent in the neighborhood of the palace. The Chief of Police, 
Colonel Salvador T, Roig, claimed that he had definite proof that the priest 
had made "subversive" statements against the government and particularly 
against Governor Munoz Marin. Colonel Roig denied that the police had beaten 
or insulted the priest as Father Santiago Arce had claimed, The priest was 
accused later by Governor Munoz Marin of being a Nationalist and of having said 
that the Patria (Fatherland) was above everything else, and that in its name 
the governor ought to be killed. The governor stressed the Catholicism of ‘iis 
daughters and his wife, stated that he was a religious man, and added that ".t 
is not the priests who cannot enter La Fortaleza, but that it is the believers 
in murder that cannot and should not enter," The president of the P,I.P. 
demanded an immediate and full rectification of what he considered most 
improper conduct by the government toward a man of the Church, He called on 
the citizens "to be on the alert in the defense of their legitimate and pre- 
cious rights." Bishop James P, Davis of the San Juan Diocese stated that the 
Chief of Police should have allowed the priest to enter the convent under 
police vigilance if it was really believed that he was such a dangerous person, 
The Bishop refused to comment on the "subversive" character of the priest, 
but he criticized him for not wearing on this occasion the clother required by 
the laws of the church, 


In the ceremonies held commemorating the Fourth of July, the governor and 
other high government officials once more praised the proposed "constitution" 
for Puerto Rico. The governor claimed that from now on Puerto Rico can 
celebrate the independence of the U.S. in name as well as in fact because "we 
are by fact and right part of the independence of the U.S." Later in July the 
governor said that since 1945 he had become convinced that the U.S. would never 
grant Puerto Rico its independence unless the island were willing to accept the 
"disastrous economic conditions" which would result from the loss of the 
privileges it now enjoys. Conscious of this problem he decided to devote all 
his energies to get Puerto Rico ready for whatever decision was taken in the 
future in regard to the status problem, 
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The question of birth control has popped up again in relation to Murioz's 
pet project, the proposed "constitution." The territorial auditor recently 
stated in a meeting of protestant ministers that birth control was the best 
means of solving the island's overpopulation problem. The Catholic review 
Verbo demanded that sterilization practices and the development and use of 
contraceptives be declared illegal in the "constitution." The League of 
Christian Mothers has started a campaign against the "intense" propaganda being 
carried on for birth control practices, 


GRAN COLOMBIA 
VENEZUELA 


The government junta, in one of the sharpest attacks ever made on a U.N, 
agency by a non~Cominform government, has denounced the International Labor 
Office for recently publishing a 185-page report on conditions in Venezuela, 
The report, made last August by a mission of the I.L.O, after a six-weeks! 
visit to Venezuela, allegedly "expressed opinions on internal political ques- 
tions, damaged national prestige and made unfounded charges of repression." The 
junta claimed that the report had tended to "create a spirit of distrust and 
suspicion among members which in the end is likely to upset the foundations on 
which international cooperation is based," 


Some of the points brought out by the report and answered by the Junta are: 


1, There is a definite limitation of human rights in Venezuela, The 
government sought to justify this "in the interest of social and economic 
stability," emphasizing that the interests and peace of society as a whole 
should "take precedence over the interests of the individual as an element or 
unit of society," 


2. Unions are required to obtain government permits to hold meetings. 
The reply to this was that full right of assembly will be granted to unions 
"as soon as possible," but to act "with undue haste in such an important matter 


would be very unwise," 


3. In the wake of the coup of 1948, the Caracas government arrested active 
trade unionists, sent the police into trade union offices, and froze trade 
union funds, In its reply, Venezuela declared that the union leaders had been 
"at the same time agents of certain political parties under the influence of 
which the trade-union movement had increased to disproportionate size," It 
further claimed that these leaders were spreading anti~government propaganda 
among the workers with the ultimate aim of bringing about a popular uprising by 
means of which they hoped to reinstate the previous regime in power, 


Although the Accion Democr4tica party has been outlawed and its leaders 
imprisoned or exiled, proof that it is not dead was evident in the recent 
dramatic escape of Dr, Alberto Carnevali, one of the leaders of the party, from 
the Caracas Emergency Center. Dr. Carnevali was first arrested in 1948 but 
permitted to leave the country. On May 9 of this year, he was captured by the 
National security police and charged with reentering the country with false 
documents and holding a subversive meeting. Four armed men disguised as 
hospital attendants helped him escape from the Emergency Center where he had 
been transferred for treatment after suffering a fall in prison. No trace of 


him has been found by the government police, 
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According to the United Nations World magazine, the bolivar has become one 
of the soundest currencies in the world and is now actually more stable than 
the Yankee dollar, Adding strength to this opinion is the statement of Treas- 
ury Minister Aurelio Arreaza that Venezuela ended its fiscal year June 30 with 
the budget in practical balance at 1,951 million bolfvares (about $589 million). 
This stability is a direct result of Venezuela's development into the second 
largest oil-producing country in the world and the large amounts in royalties 
paid by the foreign oil companies, principally U.S, and British. Recently 
another $20 million was paid by these companies on this year's royalties, 
bringing to $52,5 million the total paid so far this year, The exact amount 
of royalties for the year cannot be determined until the government and the 
companies agree on the basic commercial price for crude oil in the world 
market. The royalty rate will be 50% of whatever price is decided upon, 

Recent record production of petroleum which has been running in the vicinity of 
1,700,000 barrels a day has been stimlated by the threat of a shutdown of 
supplies from the Abadan refinery in Iran and has brightened the prospects of 
increased revenue, Meanwhile the Venezuelan Government has announced that 
shipments of petroleum to Red China and North Korea will no longer be permitted, 


Two Venezuelan industries have appealed to the government for strong 
protective tariffs in the revised trade pact now being worked out with the 
United States, The pharmaceutical producers claim that under the present p2ct 
there is a duty of only two bolfivares (60¢) per kilo on imported pharmaceutical 
products, A spokesman for the industry claimed that Venezuelan laboratories 
are fully capable of supplying all the country's needs but that if not given 
proper protection by the government, they will be faced with a grave economic 
crisis, 


At the same time the lumber producers of Avarigua, Guanare and Barinas 
have appealed to the Ministry of Foreign Affairs and the Ministry of Develop- 
ment, warning that heavy imports of lumber from the U.S., Canada, and Europe 
are threatening the nation's lumber industry, Their main complaint was against 
the duty-free importation of pitch-pine, since they believe that Venezuela has 
sufficient forest reserves to take care of present and future demands, They 
claim that the Venezuelan "Miajo" and "Saquisaqui"™ which are already being used 
by the construction industry with excellent results are superior in some 
aspects to pitch=pine, They requested fullest protection from the government 
for the fast developing lumber industry in Venezuela, 


COLOMBIA 


Immediately following the National Liberal Convention, which closed June 
23, the Conservative El Siglo, owned by the son of President Laureano Gémez, 
launched a bitter attack against the Liberals, accusing them of intentionally 
trying to keep the country in a state of terror. One of the major declarations 
to come out of the Liberal convention was for cooperation with the Conservative 
party to bring about peace and the unity of the nation. This proposition was 
directly in line with the agreement, now known as the "Plegaria por la Paz," 
Signed one week before the convention by editors and newspapermen of both 
parties, stating that they would support the idea of conciliation and peace 
through their papers, However, El Siglo now claims that any reconciliation is 
out of the question, since the Liberal directorate openly proclaimed its back= 
ing of the vandaj.ism committed by Liberals when the convention approved a 
proposition honoring the Liberal guerrilla fighter Eliseo Vel4zquez and setting 
him up as an example for the whole party. To this the Liberals reply: 1) that 
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the text of the proposition had been falsified, for it did not hold Vel&zquez 
as an example, 2) that the proposition was not presented by a member of the 
directorate, for the old directorate had resigned and the new one had not yet 
been elected, 3) that the Conservatives had deliberately altered the recordings 
of the convention proceedings to make it appear that the proposition had been 
read as part of one signed by the triumvirate soon to be elected to the new 
directorate, Alfonso Lépez, Eduardo Santos, and Carlos Lleras Restrepo, and 

4) that the proposition was of unknown authorship and was read during the 
period of general confusion when the convention was waiting anxiously to see 
whether or not Santos and Lépez would accept the nomination to the directorate, 
a period.in which no one was paying mich attention to the many propositions 
being read by young enthusiasts who welcomed the opportunity to orate; in fact, 
most of the members of the convention were not aware that such a proposition 
was read at all, The Liberals further charge that the Conservatives do not 
want conciliation and are purposely placing insignificant incidents as obsta- 
cles to unity, The Liberals point out that at the time the "Plegaria" was 
Signed, the Conservatives were well aware of the existence of the clandestine 
radio station "Colombia Libre" (Hispanic American Report, Vol. IV, No. 7), of 
the repeated outbursts of violence in the East plains, and that L6épez, Santos, 
and Lleras Restrepo were testifying in the extradition proceedings of Hliseo 
Vel4zquez~-points which Hl Siglo is emphasizing in its attacks. By using these 
incidents, the paper is disregarding the "Plegaria" in which it was agreed that 
conciliation could not be obtained by means of mutual recriminations but by 
starting a new ledger. 





Other charges of falsification and mtilation of texts in order to create 
the impression of Liberal violence have been made against El Siglo by the Liberal 
El Tiempo. The Liberals charge that the testimonies of Lépez, Santos, and 
Lleras Restrepo in the Vel4zquez extradition case were mtilated by Caracas 
newspapers and repeated by El Siglo, They also claim that the Pastoral issued 
by the bishops of Colombia calling for peace was altered to give it definite 
political significance, The bishops spoke of vindication, but El Siglo changed 
the wording to "red vindication" to refer specifically to the Liberal party, 
which is represented by the color red. The Conservative paper also suppressed 
one entire paragraph which referred to the present chaotic situation, according 


to El Tiempo, . 


Thus each party accuses the other of perpetuating the violence, However, 
Since the Liberals refuse to go to the polls until civil rights and order are 
re-established, it seems that the Conservatives have the most to gain from the 
violence, for under such conditions they would have no opposition in the elec- 
tions, which are scheduled this year. 


There seems to be some disagreement as to the actual degree of violence in 
the nation, The Minister of Justice, Guillermo Amaya Ramfrez, has described 
the situation throughout the country as calm and orderly. The recent ambush of 
government troops, in which an Army officer was killed, was reported as "an 
extremely isolated case."" Also the Minister of the Interior has declared that 
the reports of violence published in Time magazine are “evidently based on 
false assumptions." On the other hand, El Siglo points out recurring incidents 
of violence as proof that the Liberals do not want order, Even President 
Gémez himself does not seem to be in accord with his ministers, for in his 
speech to the nation, Gémez cited the "vandalism" of his political adversaries 
as the major, in fact, the only problem confronting the present Conservative 


government, 
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The prospects for the re-establishment of order in the near future do not 
look bright, but neither does the situation appear impossible. The election 
of ex=-president Alfonso L6épez, a known pacifist, to the Liberal directorate 
has been hailed by Conservatives as a favorable sign. And within the Con- 
servative party there are elements which do not support the attacks of El Siglo 
and which favor a national committee, made up of members of both parties, to 
study the origins, causes, and effects of the violence, with the goal of 
determining the most effective steps to end the disturbances and to avoid 
future incidents, The initiative for such a tribunal came from an editorial 
in El Tiempo, according to that newspaper, 


In connection with the clandestine radio station, ten men in all have been 
accused, Receivjng the heaviest sentences from the Colombian Military Tribunal 
were Alvaro Garcia Herrera, university professor, and Julio Ortiz M4rquez, 
senator, These two were held on five counts--rebellion, military sabotage, 
inciting delinquency, defending crime, and operating a secret radio station, 
Dr, Garcia Herrera has claimed that he was mistreated by the Cundinamarca 
police, a complaint which is now being investigated by the governor of that 
department. Senator Ortiz M4rquez, who was sentenced in absentia to six years? 
imprisonment, took refuge in the Mexican Embassy in Bogot4 at the time the 
operators of the station were arrested, Although at the time Ortiz sought 
asylum he had not been formally sentenced, the Mexican government granted him 
asylum and asked the Colombian government for his safe-conduct to Venezuela, 
which was granted. (By this action Colombia supported the principle of 
political asylum which it is defending in the Haya de la Torre case.) Ex- 
Governor of Cundinamarca Germ4n Zea Hern4ndez was also accused in connection 
with the radio station, At the moment he is in the United States, The charges 
filed against him will be forwarded to the ordinary courts since he has been 
accused only of operating a radio station without the required permit. 


Another issue receiving much attention in the Colombian press this month 
was the accusation of ex-Minister of Public Works Archila Briceno and Severo 
Rocha that present Minister Jorge Leyva "is submitting for the revision and 
approval of North American companies the contracts which the national govern- 
ment is granting for the construction of public works,"' Severo Rocha stated 
that contracts worth more than 200 million pesos had been given to foreign 
companies, The accusation referred specifically to the road-building projects 
under the Three-year Plan, for which the International Bank for Reconstruction 
and Development granted a $16.5 million loan (Hispanic American Report, Vol. 
IV, No's, 2 and 4). Leyva defended himself saying that all loans granted by 
the I,B.R,D. are made on the basis that the Bank can approve the firms doing 
the work, Leyva also accused Archila Briceno and Severo Rocha of not objecting 
to the fact that the contracts were given to American firms but to the fact 
that they were not given to the particular American firms which the two repre- 
sent, He also stated that the five companies chosen are associated with 
Colombian companies, although the signatures of the nationals do not appear on 
the contracts, To support his position, Archila Briceno told how his construc- 
tion company had formed an association with McGraw & Co. of the United States 
and then had asked for a contract for part of the proposed highway construction, 
According to the story, Leyva volunteered the names of certain roads the new 
association could contract for, but later he wired from New York that_he could 
add no new signatures to the agreements with the Bank, Archila Briceno brought 
out that contracts involving only 22 million pesos of the 165-million-peso 
project have been drawn and that his company and other Colombian companies 
should be able to contract for part of the remaining 143 million pesos’ worth 
of construction, At this point the debate, which was carried in full by the 
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newspapers with the permission of Leyva, who could have censored it, became 
almost a personal quarrel. After a few more aays, Leyva terminated it saying 
that he had to concern himself with actual construction problems rather than 


with polemics, 


ECUADOR 


The Chemical Plants Corporation, an effiliate of Oscar Kohorn and Company, 
New York, which recently wen a 20-year contract to exploit sulphur deposits in 
Ecuador, has begun mining operations, The company will undertake the project 
of sulphur extraction, exportation, and its conversion into sulphuric acid in 
a plant which is to be built near the provincial capital of Riobamba. Althouzh 
these sulphur deposits have been known to exist for more than 200 years, to 
date no sulphur has been exported. Mining will be strictly on the surface and 
the company hopes to make its first shipment by the end of this year, At 
present, aid from the U.S, Government is sought only in order to speed up 
priorities on necessary oasic mining equipment, 


All was not quiet on the labor front this month, despite the satisfactory 
settlement of both the Carolina-PetrSpcolis Oil Company strike and that of the 
water—supply workers of Quito, The National Textile Federation proposed demon- 
strations by its workers simultaneously in several provinces as a protest 
against the ineffectiveness of expedients which authorities employed to halt 
the rising cost of food and to check speculation. 


As a means of protecting its aviation industry, an order was issued by 
the Ecuadorean government for suspension cf the service between various 
Fcuadorean cities of AVIANCA, the Colombian airline, According to the board 
of directors of the Colombian ccmpeny, this order is in concurrence with a 
resolution by the Ecuadorean Cabinet and applies equally to all foreign com- 
panies operating within Ecuador, 


The political scene is one of confusion owing to the decided discrepancies 
within the political parties themselves as well as differences among the 
various parties. Thus future developments are, generally speaking, uncertain. 
Only two trends have been definitely established: that of the Conservatives, 
who are determined to bind together all parties with conservative tendencies; 
and that of the Socialists, who are attempting to do likewise among the 
liberals, but who have not been quite so successful. The Libderal-Radical party 
held a National Assembly from July 4 - 8 in Guayaquil and at that time adopted 
several resolutions, However, the conference was the scene of heated discus- 
Sions due to the conflict between the two sections of the Liberal party: one 
section wished to combine forces with elements of the Concentracién de Fuerzas 
Populares (known as Uperra) in a program to take possession of the government 
by a revolutionary coup; while the other section favored a union with the 
Progressive front (Frente Progresista), Since 1944, when the Liberals were 
thrown out of power by the Popular Revolutionary party, they have been strug- 
gling to hold themselves together and to resume the place they once enjoyed in 


the political world of Ecuador. 
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PACIFIC COAST REPUBLICS 
PERU 


To implement the agreement on Technical Aid and Inmigration signed by the 
Peruvian Government and the International Labor Office, the Ministry of Labor 
and indian Affairs has been authorized to organize a national employment 
service within the General Directorate of Labor. This service is to deal with 
all problems relating to manpower, regulate supply and demand in the labor 
field, and anticipate and seek to prevent causes of dissatisfaction among 
workers, 


The Peruvian National Oil Corporation showed a clear profit of 8,123,283 
soles in 1950. The exploration division of the corporation drilled 9,260 
meters in 1950 as compared to 2,123 in 1949. The government's oil policy is 
tending to divert a greater percentage of cil to domestic needs while at the 
same time increasing oil exports, The exports bring in valuable exchange. 


According to the regional agricultural service of Lambayeque, the rice 
crop has been satisfactorily harvested in all areas. About 14,000 metric tons 
of unhulled rice from the current crop has been taken to the mills and other 
rice has already been stored, Rice cultivation in the northern part of the 
country is expected to yield more than 140,000 tons, Preliminary estimates 
indicate that Peru has enough nationally produced rice to last until 1952, thus 
ending the crisis brought about, among other factors, by the establishment of 
the “absurd system of ceiling prices and the lack of incentive and support for 
the producers," These policies led farmers to decrease the area under cultiva- 
tion, and the water shortage and intense drought led to the loss of almost half 
of the 1949-1950 crop. In order to encourage the production of rice to meet 
the needs of the people, the government nas established a remunerative price 
and has made credit available under the most liberal conditions, The Banco 
Agricola has issued more than 42 million soles in loans to rice producers for 
the present crop, 


President Odrifia has stated his intent to foster increased domestic pro- 
duction of food and subsistence articles and thereby free Peru from dependence 
on food imports, A plan already in operation is expected to increase produc- 
tion of meat, wheat and rice, A total of 270 million soles will be invested 
during the next six years as follows: 230 million for cattle and livestock, 
34 million of which will be loaned by the Banco Agricola to cattle and live~ 
stock producers who anticipated meat to reach a value of 70 million soles by 
1956; 27 million for rice and wheat production-~the latter should reach the 
100,000 ton level annually by 1956; and 13 million for specialized irrigation 
projects, Supplementing this plan will be the draft of a new agrarian law to 
be sent to Congress soon, This law will concern the division of reclaimed land 
into small and medium-sized farms as a means of "strengthening the social 
Structure and stimulating production," 


On June 19, 1951, a supplementary U.S.-Peruvian agreement was signed with 
the Peruvian minister of agriculture, making available an additionel allotment 
of $302,000 by the United States Governmen: to finance expansion of the exist- 
ing cooperative food supnly, health and edicational "servicios" of the Insti- 
tute of Inver—American Affairs in Peru. Of the allotment, $266,000 is to be 
made available to SCTPA (food supply service) and this sum is to be matched 
with contributions ot 4,500,000 soles from the Peruvian government. 
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A mission from the International Bank for Reconstruction and Development 
has spent six weeks' study in Peru of the possibility of extending loans for 
irrigation, roads and port development at Callao, 


The Export Import Bank approved a loan of $650,000 to Fermin M4laga 
Santolalla e Hijos to assist in financing the production and exportation of 
tungsten from the Pasto Bueno mine, This mine, considered the richest in the 
world, is located in the province of Pallasca. A consistent small producer of 
tungsten for some years, it has ore reserves adequate to justify further 
investment for purchase of mine and mill equipment, a power plant and construc— 
tion of an 80-kilometer road increasing accessibility of the mine, All the 
tungsten produced from January 1, 1952, to June 30, 1958, will be sold to the 
U.S. Emergency Procurement Service. Shipments of Peruvian copper, lead, zinc 
and tungsten ores to Europe, rather than the United States, increased recently 
because of more attractive prices in Hurope, 


President Odria, reviewing his first year in office in a speech before 
Congress, indicated he hoped Colombia would find a formula to end the two-year- 
long asylum of Victor Rail Haya de la Torre, Aprista leader, so as to comply 
with the decision of the International Court of the Hague, Odria is unwilling 
to permit the interference of third parties (Hispanic American Report, Vol. IV, 
No, 6). President Odrfa also mentioned that he hoped to conclude shortly the 
demarcation of the frontier of Ecuador and Peru in accord with the protocol of 
Rio de Janeiro, 1942. According to Odrfa, Peru will not permit any revision 
of the protocol which might reduce its territory. 





The Peruvian Treasury has a reserve of $18 million, and counting the gold 
holdings, the reserve totals $64 million. The exchange value of the sol is 15 
soles to the dollar as compared to 25 soles per dollar when President Odria 
took office, The last fiscal year closed with a surplus of 35 million soles 
and a favorable balance of trade of 105 mijlicn soles, It is expected that the 
budget will be closed with a balance or surplus, 


President Odrfa rejected the rcutine en bloc resignation of the Cahinet, 
but was forced to accept the resignations of Public Works Minister Cabrejo and 
Aviation Minister Villanueva, who have been replaced by Carlos Salazar Southwell 
and Lt. Col, Mario Saona respectively. 


The government has spent about 2.5 million soles on éonstruction of the 
newly opened Prado National College, the National Institute of Industrial 
Education and the Women’s College in Hranuco, A sum of $131,000 will be spent 
to construct a suspension bridge from Olmos to Yurimaguas across the Maranén 
River, The government has approved the opening of the Puno-Moquegua Highway, 
which will pass through Loripongo and link important agricultural regions, 
giving Puno another outlet to the sea. 


BOLIVIA 


Apparently perfectly sure of the outcome, Victor Paz Estenssoro has 
declared that sometime before September 1 he and his party, the National Revo- 
lutionary Movement, will be in charge of the Bolivian government, Claiming the 
backing of the majority of the army and 70% of its officers. Paz Estenssoro is 
gaining popularity by stating that the United States is the cause of all the 
turmoil in Bolivia, pointing to the recent lowering of the tin prices (Hispanic 
American Report, Vol. IV, No. 7) as final proof, It will prove interesting to 
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see the reaction of the United States if this prediction is realized, since 
their coddting of the present military junta has been rather obvious, It is 
wondered exact]y what will happen to the much disputed tin prices if the coup 
d'état takes place, since Paz Estenssoro is strongly in favor of nationalizing 


the tin industry. 


In connection with the tin question, the official American commission from 
the Reconstruction Finance Corporation, headed by Rollins Salisbury Atwood, 
which went to Bolivia to study the tin situation, completed its investigation 
and left without making any report, to say nothing of a definite statement 
about t he future of tin prices, This is in preparation for another treaty 
between the R.F.C, and the Bolivian tin companies, the former one having 
expired, Naturally perturbed over the non-committal R.F.C., Bolivia waited, 
but finally tiring of the sluggishness of the committee, the workers sent a 
petition tc Philip Murray of the C,1.0., and to John L. Lewis of the Mine 
Workers? Union, asking them to unite their forces in this country to raise tin 
prices. In the meantime Bolivia hopes to be able to handle domestic problems 
with the income from tin, instead of using foreign aid. 


Many troubles sterming from the low tin prices have developed, especially 
in trade, New laws have been enforced restricting import licenses and the 


opening of letters of credit. 


Although tin still hands in the balance, tungsten and molybdenum have been 
dealt with recently. Bolivia has signed a pact with 11 other countries in 
relation to these metals. Handled under the auspices of the International 
Materials Conference, the pact is the first since World War II to deal with the 


international allocation of commodities. The agreement, applying only to ores 
and concentrates, specifies that the member countries, with the exception of 
Brazil, will not ask more than $65 nor less than #55 per short ton, f.0.b. 
shipping port for tungsten. Bolivia leads all other countries with her allot- 
ment of 600 tons of that metal for export. This pact is a result of the desire 
of various bureaus in Washington to assure a source of supply of the vital 
metal. In May 1941 a similar precaution was taken with a pact between the 
Metals Reserve Company and Bolivia which stated that the former would buy the 
entire production cf tungsten from that country for a period of three years, 
Similar agreements were made with Peru, Argentina, Brazil, and Mexico, in the 
same vear, 


Regarding other trade developments, Bolivia recently raised the duty on 
the import of spaghetti and related items in order to protect her own 
alimentary—paste industry. The raise is from 20 centavos per kilogram to l 
boliviano, and the surtax has been increased from 80% to 50%. 


Hoping to increase her petroleum proeducticn, Bolivia has sent the president 
of the Y.P,F.B, (Yacimientos Petrolfiferos Fiscales Bolivianos) to Washington to 
obtain a petroleum loan from the Export-Import Bank, and to make a contract 
with a U.S, drilling firm for cperating Y.P.F.B. reserved areas. Currently 
there is trouble in the rubber industry, since the rubber buyers in the inte- 
rior are paying 125 bolivianos per kilogram which is less than half that agreed 
upon in the rubber-tire barter agreement of 1950 with Brazil and Peru, 


Perhaps this development of the rubber of Bolivia will cause her to rely a 
little less on tin, and will give incentive to the Bolivians to work within 
their country, instead of in the sugar fields of Argentina. 
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More development of industry is seen in the recent opening of an edible 
oils factory producing sunflower, linseed, and peanut oils, The oil production 
will enable Bolivia to save $3 million annually, formerly spent for these oils 
in Argentina, The plant represents an investment of $42 million by the Aramayo 
and Hochschild mining companies, and illustrates the industrial plan of the 
government to diversify production, 


CHILE 


Politics and business 2s usual were not the theme in Chile during July. 
The month was filled with energetic maneuvers by various political parties in 
preparation for an all-out presidential campaign in 1952, The movements were 
not violent, nor were there any indications of subterfuge. However, as the 
former vice-president of Chile, Radical Senator Alfredo Duhalde stated, it was 
more a question of personalities than of program, He warned that the country 
was fast approaching a crisis on account of these personality problems and that 


good judgment was being abandoned. 


Within the Radical party itself, there seemed to be no outstanding person 
to turn to. The Radical party is divided into two relatively separate groups— 
the Radicals proper, and the Doctrinaire Radicals. Working together these two 
groups might have a chance of electing their presidential candidate, whoever 
he might be, but during the month of July it became obvious that a united 
front was unlikely, for the Doctrinaire Radicals began talks with extreme 
leftist groups of the Popular Socialists and the Popular Unity Front in discuss— 
ing a "Fourth Front." A hint of unity within the somewhat undecided Radical 
party appeared when Juvenal Hern4ndez, Marcial Mora Miranda and Isauro Torres 
withdrew their candidacies in favor of another contender, whose name has not 
yet been announced, However, a segment of that party even began talking of 
joining Carlos Ib4nez del Campo in order to prevent the election of Liberal 


Arturo Matte Larrafin, 


Ib4nez gained considerable support on July 22 when the Popular Socialists 
and the Social Leftists pledged him their support. This move came shortly 
after the Agrarian-Laborites designated the 73-year-old ex-dictator as their 
own candidate, On July 11, Senora Maria de la Cruz spoke for the Feminist 


party in favor of Ib4nez. 


Thus, the strictly Ibanista group wes becoming an effective force in the 
Chilean political scene, Ib&nez, in speeches throughout the month, spoke 
vehemently against the Law for the Permanent Defense of Democracy, stating that 
Chile needed no anti-Communist laws, Moreover, he replied to critics, he had 
— asked for Communist support, but he would be foolish to refuse it if offered 

m, 


One of the most deterring influences of the South American export-import 
trade has always been the lack of proper port, warehouse, and rail facilities. 
Chile began its part in overcoming this difficulty during the month of July with 
several projects: the Department of Public Works began negotiations for the 
dredging of the port of Corral, in southern Chile, in order that the harbor 
might once more be opened to traffic, The Minister of Finance announced on 
July 14 that he was ordering special rail transportation facilities made avail- 
able in Valparaiso in order to relieve the accumulation of goods being brought 
into the country and filling the customs houses and warehouses there to over- 
flowing. This was necessary in spite of the fact that all port activities in 
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Valparaiso had been paralyzed since July 7 by a strike over non-payment of 
wages for the last two weeks of June, 


At the port of Arica, in the north, it was announced that a new wharf was 
being built there, for 13 million pesos, to take care of increasing Bolivian 


trade, 


- 


Other healthy signs were evident in Chile's economy, Nine hundred tons 
of copper were exported to Argentina, while 400 tons of semi-processed copper 
went to Sweden. Contracts provide for continual and periodic shipments to 
these two countries. Commercial sources in London indicated that all of Chile'’: 
exports of sulphur could be used to meet England's domestic needs for the next 
30 years, and it was reported that an agreement to that end was being studied, 


RIVER PLATE REPUBLICS 
ARGENTINA 


Developments in argentina during the month of July were influenced by two 
different factors, the one political, the other economic, The first is the 
approaching elections (November 11), the other, the growing inflation. Both of 
these factors apparently contributed to the increasing irritation of the Perén 
government against the outside world. 


Per6n's suger showed itself principally in his speech at the Armed Forces 
Comradeship banquet on the eve cf the Argentine independence anniversary, July 


9. The basic ideas of this speech were repeated in newspaper editorials 
appearing under the pen=-name "Descartes," which is said to hide the president's 
identity. The speech was primarily directed against foreign propaganda that 
tries to undermine Perén's regime: "War today penetrates hitherto unsuspected 
fields, Peace is being utilized to work for domination of our country...by 
fostering disunity, setting up fifth colums,..prompting anarchy among the 
working masses, sabotaging, blockading, and boycotting the commerce of those 
countries that do not submit," 


According to "Descartes," the rival imperialisms that try to dominate the 
world, once before suffered defeat in Argentina, but, "as might be expected, 
neither the one nor the other ever sincerely pardoned us for the defeat we 
administered to them, They are now trying to repeat the attempt...(but) having 
finally understcod that my truth is not the truth of a single individual, but 
rather the truth of a whole people,,.that even if I were to lose my life... 
another Argentine would raise our flag...they no longer think only of destroy- 
ing me...but our national unity." 


Perén closed his speech to the officers by saying that from the moment the 
enemy decided to attack the whole national life of Argentina, "the defense of 
the fatherland became the business of all its citizens, and especially its 
Armed Forces, in the political, as well as in the economic and social fields of 
action... To object to this form of national defense means to declare oneself 


an enemy of the nation," 


Strangely enough, the speech not only contained a sharp admonition 
addressed to the Army, but also (in contrast to the quote given in the preced- 


ing paragraph) a statement telling the Army to keep out of politics: "Many 
times my social policies have been presented to the Armed Forces in a distorted 
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light...no member of the Armed Forces who is worthy of his rank believes that 
jt is the mission cf the Armed Forces to form the basic support of a govern= 
ment... The mission of the Armed Forces is the defense of the nation, All 
governments must find their basic support in the people..." 


The article signed "Descartes" reveals the origins of the propaganda about 
which Per6én (if he is "Descartes") is incensec. "Descartes" accuses an 
unnamed power of fostering revolutions in many Latin American countries and 
seys: "Even legions and councils were created (The Caribbean Legion, the 
Council for the Defense of Democracy) designed to provoke, foment, and finance 
revolutions...Argentina until the year 1945 suffered the scourge represented 
by Braden, That action never ceased for a single day during the five years of 
the government of President Perén, directed either from Montevideo or some 
other point on the continent. Today, due to the forthcoming elections, it is 
being renewed," 


In another editorial, Democracia accuses the opposition of harboring "a 
passion nourished and fomented by ‘The City? and Wall Street with the infamous 
aid of a new Bradenist attempt against the sovereignty of the nation." 





In yet another editorial "Descartes" predicts a third and fourth world 
wars, The third will be between Communism and Capitalism, and the fourth 
between the victorious government and its own people (if the government tries 
to make its economic system prevail), The people will apparently insist on 
"Justicialismo," 


The campaign against "foreign propaganda" was confirmed with the resumps= 
tion of work by the Congressional Committee on Anti-Argentine Activities. The 
committee is investigating the "international plot" against the life of Perén 
(Hispanic American Report, Vol. IV, No. 7), and already had 17 persons arrested, 
Among them were two retired army officers and 15 civilians, not one foreigner, 
Communist, or even a member of the Radical party. 





Concern with adverse foreign opinion was further shown by the creation of 
the post of Under Secretary of Information in the Ministry of Foreign Affairs. 
José Remorino, the new Minister of Foreign Affairs, said the task of the new 
office would be "to give the rest of the world a better picture of Argentina, 
because many countries, including the U.S., have a false idea of Argentine 
realities," Apparently the role of the new organ would be similar to that of 
the "Voice of America."' Further concern was shown in the case of Walter 
Beveraggi Allendi, This Boston University professor was deprived of his 
Argentine citizenship under a special law passed in June. (Hispanic American 
Report, Vol. IV. No, 7). 





Actually, the Argentine Government's concern about the opinion of the 
outside world was justified, The International Federation of Newspaper 
Proprietors and Editors appealed to the Economic and Social Council of the 
United Nations to investigate the case of La Prensa, Another appeal to the U.N. 
Will be made by the International Confederation of Free Trade Unions, This 
anti-Communist labor organization alleged that in Argentina trade union rights 
were violated and that the right to strike no longer existed. The 1.0,F.T.U. 
plans to demand an investigation by the International Labor Organization ( a 
U.N. body). Matthew Woll, Vice-President of the American Federation of Labor, 
exhorted all members of the 1.C.F,T.U., at the meetings of the Confederation 


recently held in Milan, to oppose actively the "totalitarian governments of 
Franco and Perén,"t Another expression of disagreement with Peronista policies 
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was evidenced in Freedom House's presentation of its Extraordinary Award to 
Gainza Paz "for his courageous fight for the freedom of the press," The former 


editor of La Prensa is the first foreigner to be so honored, 


In Argentina, there were also signs of opposition to the Peré6én regime. 
This was indicated in a "Werking Women's Day" sermon given by Bishop Miguel 
de Andrea, who has been most active in opposing Perén and who is reportedly 
Argentina's best-loved priest. Bishop Andrea warned that destruction of the 
middle class would "undermine the stability of the social order," and that 
"reaction against the abuses of capitalism has led some people to the extreme 
of creating a momopolistic economy controlled by the state, of totalitarian 
hue, which in some pleces hes become Communism and in others Neo-Fascism," 
This sermon was carried by La Naci6én in its entirety, As regards the speech of 
Bishop Andrea, observers have noted a steadily increasing ccolness of the 
Catholic Church in Argentina toward the Perén regime, However, this observa= 
tion must be regarded with reservation, since, as might be expected, the evi- 
dence supporting it is not conclusive, 


Bishop Andrea may not speak for the Catholic Church, but he certainly does 
for a large part of the middle class. In July, the motivations for strikes by 
two different labor organizations apparently indicated that at least a small 
segment of the labor force was more interested in principles than raises in 
pay. At the end of the month the left wing Brotherhood of Railway Engineers 
and Firemen (La Fraternidad), whose membership accounts for only 5% of the 
laborers employed by the railroads, struck in protest against Perén*s control 
of union elections, The strike disrupted long distance traffic, and explosions 
also tied up commuter service on four main lines serving Buenos Aires, Also, 
the Independent Maritime Workers, a union that has not climbed on the Peronista 
band-wagon, staged a one-day protest strike against the closing of their head— 
quarters last year. 


The most important political development was undoubtedly the adoption of 
the new electoral law by congress, The most notable features included in the 
new law were the advancement of the electoral date from February to the second 
Sunday of November (November 11); establishment of direct voting for President, 
Vice~President and Senators; provision that each district be represented by a 
Single deputy except in the case of the five most populous districts, which 
Will also have minority representation; and the enfranchisement of many 
Catholic priests, This last detail was regarded as a gesture designed to 
mollify the Church, It has been estimated that 4,5 million men and 3 million 
women will vote in the election. 


As regards the advancement of the election date, there appears to be no 
logical reason for such action, except perhaps the immediate necessity for 
taking unpopular measures to stem the inflationary tide, 


The announcement of the new election date was followed by an increase in 
political activity in preparation for the 60-day campaign allowed by law. 
Throughout Argentina there were labor meetings demanding the reelection of 
Per6n, Buenos Aires was plastered with little flags and posters demanding that 
Per6n run egain, There were also many posters asking Eva Perén to run for Vice- 
President, The campaign of President Perén starts on August 22, The C.G.T. 
(Confederacién General de Trabajo), the largest group supporting Per6én, plans a 
monster rally for that day in the Plaza de Mayo. According to information 
released by the C.G.T,, one million people will demand that Perén succeed hime 
self, and it is probable that the name of his running-mate---presumably his 
wife=-—-will be announced on that occasion, 
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Meanwhile, the Legislature was doing its bit to aid the Perén cause, for 
the passage of a bill introduced inte Parliament by Senora Perén raising the 
two national territories of La Pampa and Chaco to the rank of provinces, and 
the introduction of another bill designating October as "Justicialismo Month," 
may also be viewed as election preparations, 


Although there appeared to be little chance for any improvement in the 
political status of the opposition parties as a result of the elections, there 
were some signs that they were not completely dead. All opposition parties 
will utilize Perén's repression of civil liberties in their campaigns, The 
Partido Demécrata Nacional (Conservative) also protested against the closing 
of La Prensa, In August the Partido Dem6crata Nacional and the Socialist 
party will decide as to whether or not they will participate in the coming 
elections, Neither one of these parties has a large following, 


Meanwhile, the Radical party, the largest opposition group, issued a 
manifesto saying that, once this "regime of hatred and oppression" is over- 
thrown, it would regain the majority it had held prior to the election of 
General Perén in 1946, The National Committee of this party held a meeting in 
Avellaneda to prepare for the party congress scheduled for August 4 in the 
same town, After the meeting it was rumored that Ricardo Balbin and Arturo 
Frondizi would be the candidates for president and vice-president respectively. 
However, the dim chances for success of the Radical party are further darkened 
by a split in the party; a dissenting element is against participation in 
elections, 


At the same time, Balbints status is uncertain (Hispanic American Report, 
Vol. IV, No. 7). He has been charged with "lack of respect for the president" 
in 19 new cases, According to Argentine law, ne person serving a sentence for 
a crime may be a candidate, and it is easy to see what might take place. 
However, it is obvious, in view of the strong position held by Perén's party, 
that such action is unnecessary and would actually hurt the Peronista cause, 
In the light of these facts, most observers feel that the charges against 


Balbin will be dropped, 





Meanwhile, government action against La Prensa followed its course, On 
July 12, a federal tribunal fixed the price for La Prensa at 18,85 million 
pesos. Immediately a government functionary deposited the money and the govern- 
ment took possession of the building. Among the assets of La Prensa so taken 
over was a new printing press, still unpacked, for which the paper had paid $1 
million, This, according to the value of the peso in the free market in 
Montevideo, is alone more than what the government paid for the newspaper that 
until January of this year had the largest circulation in South America. 


La Prensa was plagued with two further legal suits, The Fundaci6én Eva 
Perén entered a new suit against the paper for three million pesos-——the sum 
which it paid in back wages to the employees (Hispanic American Report, Vol. IV, 
No, 7). As the government is demanding 35 million pesos from La Prensa for 
import duty on newsprint since 1939 (Hispanic American Report, Vol, IV, No.7) 
the owners, if the government wins its suits, will be asked to pay more than 
twice the sum they have received for all their assets. The lawyers of La Prensa 
have appealed to the courts against the government, claiming its actions to be 
unconstitutional, 








La Nacién, the only independent paper remaining in Buenos Aires, declared 
it would be forced to liquidate if the government insisted it pay duties on the 
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newsprint imported during the last 13 years. This demand affected only 
La Prensa and La Nacién. 


In spite of its precarious position, La Nacién apparently continued to 
have the courage of its own convictions, whether or not they agree with those 
of the government, La Naci6én came out strongly against U.S. loans to Spain 
and the inclusion of that country in the North Atlantic Treaty Organization, a 
point of view not displeasing to the Perén Administration. 


The case of the student Mario Ernesto Bravo, whose arrest led to the 
student strike in May (Hispanic American Report, Vol. IV, No. 7), was con- 
cluded with the detention of the three special policemen who had originally 
arrested Bravo, It was stated that they would be tried for misuse of police 
powers, It is difficult to judge whether they were being punished for exceed- 
ing their powers, or for the failure of the scheme involving Bravo, The 
testimony presented by Dr. Alberto Julian Caride, the doctor who treated Bravo, 
revealed that they had the backing of legal authorities in Buenos Aires, 
According to Caride, Special Police Deputy Lombilla, one of the three indicted, 
had stated that the Special Police had only to fear two of the judges in Buenos 
Aires, Durrieau and Ortiz, because they were the only ones whom the Minister of 
Justice had not told to refrain from interfering in the actions of the Secret 


Police, 








The Fundacién Eva Per6n could report further progress: the Argentine 
Senate gave final approval to a bill awarding the Fundacié6n all of the 197- 
million pesos fine levied on the Bemberg Trust heirs. A bill was introduced 
in the Chamber of Deputies providing that all fines levied on those caught 
gambling would be turned over to the Fundacién, and the Fundacién received 
donations amounting to millions of pesos from various sources. 


Recent reports on the Argentine economic picture reflect some rather 
sharply defined occurrences that promise interesting developments in future 
months, The country is experiencing a great expansion in its internal economy, 
On July 11, in an official pronouncement before the National Workers Congress, 
President Perén outlined the avowed policy of the government to be economic 
independence with respect to Argentina's basic needs. In pursuance of a policy 
of self-sufficiency, the government has established a program for greatly 
increased production, with government aid and protection given domestic 
enterprises against foreign competition. Argentina now ctnsumes 80% of its 
meat, it mines over 100,000 tons of anthracite coal annually, and hopes to 
raise that figure to one million tons, The government is making progress in 
the establishment of a steel industry and working to solve its future needs 
for atomic energy. Dollar reserves have improved somewhat; prices of meat and 
other exportable commodities are high, Growth of the government-owned and 
operated merchant marine continues with the recent addition of three new 
passenger ships and a 12,000 ton tanker, However, on the liability side of 
Argentinats economic ledger, there is a growing inflation coupled with a severe 
drought, a slump in the wool market, a clamor by labor for wage increases, and 
other knotty problems, 


July reports on the country's foreign trade indicate that exports in the 
past six months have risen appreciably over previous years, In February 
exports rose to 584.9 million pesos as compared to 453 million pesos in January, 
or 180 million pesos more than the corresponding month of February 1950. 
Meanwhile, American sales to Argentina were also on the increase, though at a 
more modest rate, Argentina experienced a favorable trade balance of $45 


million dollars for the first quarter of the year. 
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Despite official statements of the Perén government to the effect that its 
dollar reserves are ample, the Buenos Aires government is now making a con- 
certed effort to increase its sales to the U.S, with the hope of replenishing 
jts dwindling dollar supply. According to the Argentine Central Bank, hard 
currency holdings have decreased steadily from 671.4 million pesos in April to 
532 million pesos on June 15, Meanwhile, soft currency reserves have increased 
by 89 million pesos during the same period, Not content with its present 
supply of soft currency, the government, with a view toward saving hard cur- 
rency, and utilizing its increasing reserves of soft currency, has decided to 
augment the volume of its imports from Italy, France and the Scandinavian 


countries. 


As regards July foreign trade negotiations, the most important develop- 
ments were the continuation of the Anglo—Argentine trade talks the arrival of 
a West German delegation seeking new terms, and the signing of a new treaty 
with Rumania. The joing Anglo-érgentine trade committee meeting in Buenos 
Aires has not yet been able to agree upon types and quantities of goods which 
might be exchanged in addition to the few mentioned in the April 23 protocol, 
The first contingent of a West German delegation arrived in Argentina to 
revise the 1950 commercial and financial conventions. Although trade during 
the first annual period of these agreements, ending in August 1951, has pro- 
longed a rapid postwar expansion in both directions, it will evidently fall 
short of the $250 million predicted at the time of the signature. A new com- 
mercial protocol which extends until July 24, 1952, the former agreement 
between Argentina and the People’s Republic of humania, was signed at the 
Ministry of Foreign Affairs, The protocol will enter into force the day after 
its signature and will last for one year with a renewal clause contingent on 
the ratification of -ooth countries, By the terms of this agreement Argentina 
will sell among other goods: cowhide, wool, quebracho extracts, linseed oil, 
cotton, conserved fruits, tomatoes, meat, casein, olives, etc... Rumania will 
provide among other items: chemicals, paper, crating cardboard, copper, 
vetable tar, oak wood, locomctives, and various types of railway cars. 


Though the export trade of the Buenos Aires government has improved 
markedly in recent months, the development of an inflationary spiral, now well 
under way, threatens the Per6én Government with some vexatious problems unless 
prompt and effective measures are provided for its control, According to the 
latest official figures, the inflation index jumped from 236.5 in 1949 to 
296.9 in 1950. In order to stabilize the price of beef, which forms a large 
part of the Argentine diet, the government on July 12, ordered a sharp reduc- 
tion in the export of tinned beef. By these controls the government also hoped 
to relieve in part the severe meat shortage which Argentina is now experiencing 
aS a consequence of the drought prevalent throughout the country. A further 
diminution of the meat supply has occurred as a result of increased domestic 
beef consumption, since, according to authoritative sources, the Argentins 
people now consume 80% of the country's beef production. Food prices increased 
substantially during the month. Retail milk prices in Buenos Aires increased 
from 10% to 15% and prices to producers of raw milk were raised in an effort to 
relieve the milk shortage, There were indications that the price of meat of 
consumers weuld also rise as a result of new government action, for although 
the government lowered the price for live cattle it allowed retailers a 35% 
increase in meat prices. 


Prices on rice, sugar, and lard were increased 22%, and higher prices for 
alcoholic beverages were authorized. Price increases of from 11% to 13% were 
also allowed to producers of corn and linseed oil, Up to now, controls, 
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established on beef and other staples, have been profitable for everyone except 
the consumer, 


A recent cutback in the stockpiling of wool, and the use of synthetic 
fibers in U.S, Army uniforms has resulted in a disastrous drop in the price 
of wool, Argentine wool producers have been caught in the shuffle. Seeking 
higher prices on some 40,000 tons of wool, Argentina failed to sell to the 
U.S, at a price of $1.65 per pound, and lost her greatest dollar-earning 
asset. The price has since slipped to about 70¢, with no assurance that it 
will not go lower, The Per6én government has refused to allow wool exporters 
to sell at other than a "fair price," For the moment, a fair price is believed 
to be about one dollar. In the present impasse, Argentine wool producers are 
finding it necessary to store their wool, 


URUGUAY 


On July 25, the joint commission of the World Bank and the U.N. Food and 
Agriculture Organization, which for the past two months has been studying the 
agricultural economy of Uruguay, issued its report. This study was made at the 
request of the Uruguayen government, which was one of the first to take advan- 
tage of the U.N, plan for technical assistance to member nations, Dr. Karl 
Brandt, economist in the Stanford University Food Research Institute and a 
member of this commission, has prepared an article in its findings, which is 


included elsewhere in this issue, 


The report makes no comment on how the vast program it recommended is to 


be financed, but in view of Uruguay's excellent credit rating, there should be 
no great difficulties in obtaining the necessary funds, The present unprece= 
dented agricultural prosperity of the country makes this a good time for the 
investment of local capital in measures to increase production, and the presi-~ 
dent of the World Bank, on turning over the report to the Uruguayan ambassador 
in Washington, spoke optimistically of the prospects for a loan from his 
organization for financing the long-range aspects of the proposed improvements, 


The government this month also took measures calculated to solve other 
pressing national problems. The importation of 30,000 tons of potatoes was 
authorized to meet the increasing demand for this product, The price of meat 
was raised a cent per pound in order to limit "black-market" activities, and to 
end the cattle raisers! strike, which has caused a scarcity of meat in the 
Capital. Another boost was given to the cattlemen by the signing of an agree- 
ment with Israel under which Uruguay will supply 20,000 tons of canned meat, at 
the rate of 1,500 tons per quarter, Uruguay will import from Israel products 
amounting to not less than 20% of the value of the meat exported. The govern- 
ment=sponsored Nationa] Institute of Low-cost Housing increased its activities 
to correct the serious housing shortage, The Institute announced plans for a 
16-million-peso investment in housing throughout tiie country during 1951-52, 
and appointed a commission to work with private builders to stimlate produc- 


tion, The commission will also make arrangements with business men for the 
prompt application of the law which destined 42 million pesos for housing for 


retired and pensioned workers, Members of the Institute are making regular 
personal checks on the progress of housing being built under its auspices, to 
expedite construction and to plan for avoiding in the future such difficulties 


as are now being encountered. 
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The threatened strike of transportation workers in Montevideo has tempo- 
rarily been averted, The employees of the Cooperative Omnibus Company had 
decided to strike in order to force the company to comply with a decree of the 
government salary council granting them a wage increase, The personnel of the 
municipal tramways and buses announced that they would stage a sympathy strike, 
thus completely tying up transportation in the city. Faced with the threat of 
public ill-will and of government action, the company capitulated on the eve 
of the scheduled strike, The employees, however, reserved the right to renew 
the strike if full compliance with their demands failed to materialize. 


The government, disturbed over the large number of students who dropped 
out of school before or during the secondary level, recently appointed a com 
mission to investigate the condition of public education, This commission 
finished its preliminary studies this month, and recommended better coordina- 
tion of purpose, methods, and curriculums between the elementary and upper 
levels, and a change from the present one-teacher system to the so-called 
"platoon" system, by which each group of students is taught by several teachers, 
specialists in definite subjects, on both the middle and secondary levels, A 
continuing study will be made of methods for realizing the needed improvements. 


PARAGUAY 


Paraguay this month continued to struggle with its complex financial 
problems. The positive approach of the present government appears, in general, 
to be producing desirable results, although measures were necessary to close 
loopholes in the economic controls program, The government's somewhat shaky 
international credit was considerably strengthened when payments on its Export- 
Import Bank loan were brought up to date, International transportation was 
improved by an agreement with Brazil for regular air transport, particularly 
cargo service, which is scheduled to begin soon, 


Much of the unrest in the country has been caused by the increasing 
disparity between workers’ incomes and the cost of living. Faced with the 
growing threat of a general strike the government wage council granted a some- 
what drastic 50% increase in wages to all non-governmental workers, to take 
effect in July. At the same time it provided for female workers to receive up 
to 80% of the male scale, instead of about 60% as at present. It is reported 
that these measures have also received the approval of the Council of Economic 
€oordination, so that they should become effective immediately. 


The government moved to check evasions of its export-import controls, 
basis of its attempt at financial renovation, Parcel=post shipments, mostly 
from the United States, which were exempted from the special taxes, were piling 
up so rapidly in the Asunci6én Post Office that the building was clogged and 
deliveries were much delayed. At the request of Paraguay, the United States 
Post Office has suspended all parcel=post shipments to this country until 
further notice, To reduce smuggling, new border control regulations were 
announced, lowering the permitted value of merchandise carried across the 
border by travelers from 200 to 100 guaranfes, with a strict check by guards on 
the type of merchandise, which must be for personal use and not for resale. 


To the rather vocal disappointment of the older, larger importing companies 
in Paraguay, who had hoped for a lion's share of the new import licenses, a con- 
Siderable number of these permits have been granted to newly formed companies. 
While this appears to be a healthy broadening of the business structure, which 
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is badly needed, the older companies maintain that they need large regular 
earnings in order to meet their greater overhead expenses, 


The agricultural outlook this month is promising, in spite of a smaller 
corn harvest than was anticipated. Heavy rains during the first quarter of 
the year reduced the expected yield from i20,000 to avout 100,000 metric tons, 
The cotton crop, however, produced 35,000 metric tons of raw cotton, of such 
good quality that the foreign demand for it is greater than the supply and 
prices are high, The meat industry, after several bad months, appears to be 
recovering. No new outbreaks of foot-and-mouth disease were discovered this 
month, and pasture lands are reported to be in excellent condition, One of 
the meat-packing plants is again in operation, processing 20,000 head of cattle 
recently imported from Argentina, Paraguay is now receiving about 25% higher 
prices for canned meat exports. 


BRAZIL 


The apprehension caused by recent requests of President Gettlio Vargas to 
the National Congress for broad powers of economic control, was temporarily 
allayed in the past month by his speech on the national budget. This address, 
pleasing to both critics and supporters of the Administration, was a plea for 
a balanced budget, in contrast to the procedure of the past two years, Vargas 
again called for reduced government spending, stricter enforcement cf the tax 
laws and import regulations as means of rehabilitating the national finances, 
Senator Hamilton Nogueira, one of the most active critics of the Administration, 
praised the Presicent for conforming to constitutional norms in attacking the 


problem of inflation. 


However, no such approval wes given the executive decree providing for 
direct control of all national radio services by the federal government. For 
the present, and until 4 new radio code is presented, the President will have 
control of the radio system through certain government agencies, providing for 
the expropriation of such services if deemed necessary by the federal govern- 
ment, and for their indefinite suspension, if for the public good, The decree 
also establishes a technical radio commission, to be subordinate to the Min- 


istry of Communications, 


Critics of the decree protested that the President had assumed powers 
belonging to the Congress and not granted to him by the Constitution. Answer- 
ing such criticism, Vargas* supporters Gustavo Campavena and Ivo Daquino, 
declared that the new regulation was a temporary measure to deal with present 
exigencies not covered under the old law of March 1932, Just what these 
present exigencies were, was not specified. However, they denied charges that 
Vargas had usurped Congressional prerogatives or violated the Constitution. 
Meanwhile, the Brazilian Radio Association met to discuss the issue and, in a 
Statement to the press, made it clear that they would be on the watch to pro- 
tect the freedom of speech and individual rights of the citizens. 


The proposed visit of General Pedro Aurelio de Gées Monteiro, Chief of 
Staff of the Armed Forces, to the United States, has aroused much speculation, 
According to announcements from Rio, the General has been entrusted with powers 
beyond those of a coordinator of military forces. He has been authorized to 
present to U.S. statesmen such as Secretary of State Dean Acheson and Secretary 
of Defense George C. Marshall a realistic picture of the political, economic and 
Social issues involved in Brazilian participation in hemispheric and world 
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defense. Reports that General G6es Monteiro, as envoy of the Government and 
the National Security Council, is seeking U.S. funds to strengthen Brazil's 
defenses went unconfirmed, 


Announcement of Gées Monteiro’s visit to the U.S. provided an opportunity 
for many Brazilians to express disapproval of sending any expeditionary force 
to Korea, The National Student Group had already done so emphatically. Others 
criticized the inadequate equipment and preparedness of the nation’s military 
establishment, as noted by Senator Ismar de Gées, 


At a recent Convention of the Sao Paulo Partido Trabalhista Brasileiro 
(P.T.B.), Vargas's Labor party, the problem of party reorganization was dis- 
cussed, A new plan was announced whereby all P,T,.B. members of Congress and 
the State Assembly would participate in the functions of the party’s Executive 
Board, The present members of the Board will remain in their posts, and be 
aided in their work by the newly appointed legislators, Senator Marcondes 
Filho was named Chairman of the Board, an appointment which met with some 
opposition in party ranks, 


In an effort to check the propaganda infiltration of "Iron Curtain" 
countries, the Ministry of Foreign Affairs has acted on reports of subversive 
activities being carried on by the legations of Poland and Czechoslovakia in 
Brazil. The large increase in recent months of material marked "Office 
Supplies" being sent to the legations from their home ministries first gave 
rise to suspicion, Until recently, both of these diplomatic agencies have 
shown a limited interest in Brazil, not commensurate with the amount of sup-= 
plies entering the country within the last few weeks, Consequently, some of 
the packages were ordered opened for customs inspection, Local authorities 
requested that an official of each of the legations be present at the inspec- 
tion, Both, however, refused to cooperate, basing their position on the 
ground that such action on the part of the Brazilian Government had been 
instigated by the U.S, at the Conference of Foreign Ministers in Washington, 
D.C, A counter-charge was made by the Brazilian authorities, who stated that 
their representatives in Poland and Czechoslovakia had received similar treat- 
ment, Meanwhile, it was disclosed that much of the material received was of a 
subversive nature, though no details were given. 


The police have announced the successful escape of Luis Carlos Prestes to 
Bolivia, from where he continues to direct Brazilian Communistic activity. 
Authorities there have been warned of the dangerous influence of Brazil's 
number one Communist. 


The Government of the State of Minas Gerais has announced that agreements 
have been concluded with German financiers for the construction of a large 
steel mill in that state, The firm, which also has considerable Brazilian 
capital behind it, will be known as "Mane," Technical equipment, personnel 
and patented processes of the Hanneman steel interests of Germany will be 
utilized, Governor Julescino Kubitscheck also announced that within 18 months, 
power plants of 12,000 H.P. would be completed for the exclusive use of the 
new plant, which is to occupy an area of 5 million square meters. It is 
expected to be producing one million tons of steel pipe within three years, and 
to employ 12,000 workers. The German industrialists who have been conferring 
with Governor Kubitscheck are presently surveying prospective sites for the 
plant, It is known that it will be located near Itabirito, where the Central 
do Brasil Railway has approved the use of its facilities for transporting iron 
ore and plant equipment, 
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Economists have long maintained that among the factors limiting Brazil's 
economic development, the scarcity and misdirection of domestic capital has 
been of primary importance, Aware of this, President Vargas has appointed a 
commission to study methods by which Brazil might raise more domestic capital 
for basic economy expansion, Composed of economists and financial specialists, 
the commission plans to begin by concentrating its efforts on a survey of 
Brazilian insurance and "capitalization" companies, These accumlate con- 
siderable sums of capital, but they tend to reinvest in activities which assure 
safety and a guaranteed return, such as real estate, Meanwhile, capital for 
basic development has been scarce, 


The Chase Bank and the International Basic Economy Corporation (I.B.E.C. ) 
have jointly announced the formation of an organization for the underwriting 
and distribution of investment securities in Brazil, Capitalization for the 
new brokerage is unofficially estimated at $5 million. The Chase Bank, an 
affiliate of the Chase National Bank of New York City, is a U.S, corporation 
organized in 1930 under the Edge Act, which makes specific provision for a 
breader range of business activity in the foreign field than can be carried on 
by commercial banks in the U.S, The 1.B.#,.C. is a financing development com- 
pany backed by the Rockefeller brothers, which has been active throughout Latin 


America, 


The agreement is the culmination of months of study on the part of both 
I.B.E.C. and Chase Bank officials, as to the advisability of a security sales 
and finance organization for Brazil. Spokesmen for the joint enterprise point 
out that organized investment machinery greatly facilitated the economic 
growth of both Western Europe and the U.S, by mobilizing capital for industrial 
purposea, Similar results are hoped for in Brazil. 


According to the Third Report of the U.N.*s Food and Agriculture Organiza- 
tion recently released, Brazil may get U.N, aid in the development of its 
forest resources, It is observed that exports of Brazil's vast Paran4-pine 
supply, will help to relieve a world soft-wood shortage. Research in tropical 
hardwood development, and marketing methods for forest products, will be 
carried out with U.N, aid. 


Confusion and uncertainty characterized the foreign market in the past 
month, after the U.S, Congress, in an attempt to combat Korean-War-caused 
inflation, granted President Truman the power to lower the ceiling prices on 
many U.S, imports, thus leaving coffee, cotton and cacao vulnerable, The 
effect was felt almost immediately in a rise in spot prices for coffee and a 
decline in futures for 1952, with general unsteadiness in both markets, The 
situation was further complicated by conflicting reports from official and 
unofficial sources as to the size of next year's exportable crop, OQ Diario 
Carioca, a Rio daily paper, stated that the market might expect up to 24 
million tons, which is considerably more than the 18 million tons announced by 
the Brazilian Government Trade Bureau. The paper also stated editorially that 
the recent fall in the price of coffee was due to speculation, as well as to 
government pressure on exporters to sell coffee in the United States, U.S. 
observers calimed that it was due to a fall in demand. Proposals for new taxes 


and controls heightened the uncertainty. 


At any rate, the efforts of the U.S, Government to check inflationary con- 
ditions met with little sympathy in Brazilian circles, where it was felt that 
the coffee price level, and therefore the whole foreign trade structure, would 
be unduly jeopardized by the controls program, Brazilians feel that the coffee 
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price did not rise on account of the Korean War, and that they should not be 
subject to the same rollbacks as the suppliers of other goods, 


In Cearé, trade with the U.S, in cotton was brought to a halt since 
importing markets were completely swamped with the product, (The U.S, has a 
bumper crop this year.) Trade with Europe was slow, due to a low price level. 
All indications pointed to the fact that the only solution would be Government 
financing of the cotton market, which is the main source of wealth for the 


Cear4 region, 


The need for a new Brazilian oil law is emphasized in a booklet published 
by the Chase National Bank of New York City, entitled Oil in Brazil. Author 
J.E, Pogue, the Bank's petroleum consultant, says that Brazil is risking the 
success of its industrial development by increased dependence on fuel imports 
and its failure to lay the groundwork for the adequate development of a dom 
estic fuel supply. He points out that Brazil's ever increasing fuel needs, 
brought about by a higher volume of automobile travel and general industrial 
development are supplied almost in toto from abroad, except for the 1% of total 
consumption produced in the Bahia region, 


Future difficulties are seen in the arrested trends in the purchasing 
power on the foreign market of Brazilian raw material exports, which is now 
only two-thirds that of processed goods imports. Since international fuel 
prices are rising, as are prices on all processed goods, due to increased 
demands of war and industrial development, raw material exporters must con- 
tinually increase their volume in order to balance their international credits, 


Although the 1946 Constitution now in effect in Brazil is more liberal 
regarding oil development than either the Constitution of 1937 or the Oil Law 
of 1941, exploration and development of all oil resources is still limited to 
nationals, In contrasting the oil policies of Canada and Venezuela to those of 
Brazil, Mr. Pogue points out that 2a well administered and thoughtful policy 
such as these countries have pursued does not result in any loss of sovereignty 
for the country under development, a fear which seems to underlie the existing 


oil policy, 


Assis Chateaubriand, Brazilian publisher and financier, also attacked the 
oil policy of the Government in an article in Oil Forum for July 1951. He 
interpreted the policy as reflecting an anti-U.S, attitude by which Brazil 
loses more than it gains. 





At present Brazilian interests are buying about $8 million worth of oil 
drilling and refining equipment in the U.S., with exchange provided under high 


government priority, but this is a small amount when compared with what is 
needed, 


The free market rate on cruzeiro exchange sank to a new low in the past 
month and settled between 27,40-28.70 cruzeiros to the U.S, dollar. A dual 
exchange system was proposed to Congress by President Vargas, when he asked for 
executive power to create a free market exchange for foreign capital invest~ 
ments, travel expenses and other non-trade items, Brazilian financial circles 
feel that this would aid in attracting new foreign capital to the nation, 
especially if the new plans for the repayment of foreign capital earnings are 
successful (Hispanic American Report, Vol. IV, No. 7.). It would also assist 
in eliminating the money black market, 
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The new free rate would not apply immediately to payments for exports and 
imports, which would still be made at the official rate of 18.75 cruzeiros to 
the U.S. dollar, due to Brazil's agreement with the International Monetary 
Fund, which prevents it from freely changing its official exchange rate. 
However, since trade, including government purchases, takes most of the avail- 
able foreign exchange, little would be left for the free market, according to 


foreign observers. 


Coastwise shipping, usually reserved exclusively for Brazilian vessels, 
has been opened to foreign companies, and they will be allowed to establish 
their own rate schedules for freight and passenger traffic, Permission was 
granted by a special decree law signed by President Vargas, and originally 
intended to last only until August 31, 1951. However, due to a serious short- 
age of coastwise carriers, which caused the pile-up of many commodities in 
coastal ports (Hispanic American Report, Vol, IV, No, 7.) it has been extended 


indefinitely. 


In an effort to relieve the shortage and maintain Brazilian pre-eminence 
in coastal trade, the Companhia Nacional da Navegacao Costeira (National 
Coastal Shipping Company) has secured a Government guaranteed loan of 300 
million cruzeiros ($17,850,000) from an undisclosed source, Most of the money 
is to be used for the purchase of passenger and freight ships of 1,500 to 4,000 
tons, although about 40 million cruzeiros will be used to improve harbor 
facilities. A barter trade agreement with Japan is also under consideration 
whereby Brazil will trade 20 million sacks of rice for an undisclosed amount 
of shipping tonnage to be built in Japanese yards, All these plans indicate 
the measures being taken to combat the serious problem of coastwise shipping so 
necessary to the development of domestic markets in Brazil, 


The 1951 rice crop was described as very good, in spite of its being 
181,000 tons smaller than last year's total. Brazil has contributed well over 
500 tons of this year's production to the U.N. International Children's 
Emergency Fund for the children of India. This donation will be augmented by 
cash contributions of 1,600,000 cruzeiros, as well as vaccines and inoculants 
prepared by the Oswalde Cruz Foundation, with equipment provided through the 


Fund, 


The slight increase in carnauba wax production (12,580 short tons for 
1950-51 compared with 12,280 short tons for 1949-50) was attributed to the fact 
that the drought in Northeastern Brazil caused the formation of larger deposits 
of wax coating by the pvalm fronds; the secretion of the wax is regulated by the 
moisture in the atmosphere, and is a natural protection against evaporation, 
According to the U.S. Department of Agriculture reports, only minor efforts 
have been made in recent years to improve either the volume or quality of 
carnauba wax production. Such a program, the report states, would take 10 to 
15 years before any appreciable results were attained, It concluded that 
production is now at its probable maximum level, unless various farming and 
market factors should all be favorable; even then, the maximum increase would be 


only 10% to 20% above present levels. 


On the other hand, the Brazilian Government Trade Bureau in New York claims 
that present production has barely scratched the surface of the estimated 
potential, and that the present $27 million output is small compared to the 
amount which could be extracted yearly with mechanization of the extraction pro- 
cess through U.S. capital investment in the industry, The wax is used in the 
te = of floor waxes, film, phonograph records, carbon paper and many other 

ucts, 





